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Pub. L. 99-514, set out as an Effective Date; Transi-
tional Rules note under section 141 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1, 2, 22, 24, 25A,
32, bb, 62, 63, 68, 86, 135, 151, 152, 153, 194, 221, 879, 1044,
1202, 1398, 3402, 6012, 6103, 6654 of this title; title 38 sec-
tion 1503.

§7704. Certain publicly traded partnerships
treated as corporations

(a) General rule

For purposes of this title, except as provided
in subsection (c), a publicly traded partnership
shall be treated as a corporation.

(b) Publicly traded partnership

For purposes of this section, the term ‘‘pub-
licly traded partnership’” means any partnership
if—

(1) interests in such partnership are traded
on an established securities market, or

(2) interests in such partnership are readily
tradable on a secondary market (or the sub-
stantial equivalent thereof).

(c) Exception for partnerships with passive-type
income

(1) In general

Subsection (a) shall not apply to any pub-
licly traded partnership for any taxable year if
such partnership met the gross income re-
quirements of paragraph (2) for such taxable
year and each preceding taxable year begin-
ning after December 31, 1987, during which the
partnership (or any predecessor) was in exist-
ence. For purposes of the preceding sentence,
a partnership shall not be treated as being in
existence during any period before the 1st tax-
able year in which such partnership (or a pred-
ecessor) was a publicly traded partnership.

(2) Gross income requirements

A partnership meets the gross income re-
quirements of this paragraph for any taxable
year if 90 percent or more of the gross income
of such partnership for such taxable year con-
sists of qualifying income.

(3) Exception not to apply to certain partner-
ships which could qualify as regulated in-
vestment companies

This subsection shall not apply to any part-
nership which would be described in section
851(a) if such partnership were a domestic cor-
poration. To the extent provided in regula-
tions, the preceding sentence shall not apply
to any partnership a principal activity of
which is the buying and selling of commod-
ities (not described in section 1221(a)(1)), or op-
tions, futures, or forwards with respect to
commodities.

(d) Qualifying income
For purposes of this section—
(1) In general
Except as otherwise provided in this sub-
section, the term ‘‘qualifying income”
means—
(A) interest,
(B) dividends,
(C) real property rents,
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(D) gain from the sale or other disposition
of real property (including property de-
scribed in section 1221(a)(1)),

(E) income and gains derived from the ex-
ploration, development, mining or produc-
tion, processing, refining, transportation
(including pipelines transporting gas, oil, or
products thereof), or the marketing of any
mineral or natural resource (including fer-
tilizer, geothermal energy, and timber),

(F) any gain from the sale or disposition of
a capital asset (or property described in sec-
tion 1231(b)) held for the production of in-
come described in any of the foregoing sub-
paragraphs of this paragraph, and

(G) in the case of a partnership described
in the second sentence of subsection (c¢)(3),
income and gains from commodities (not de-
scribed in section 1221(a)(1)) or futures, for-
wards, and options with respect to commod-
ities.

For purposes of subparagraph (E), the term
“mineral or natural resource’” means any
product of a character with respect to which a
deduction for depletion is allowable under sec-
tion 611; except that such term shall not in-
clude any product described in subparagraph
(A) or (B) of section 613(b)(7).

(2) Certain interest not qualified

Interest shall not be treated as qualifying
income if—
(A) such interest is derived in the conduct
of a financial or insurance business, or
(B) such interest would be excluded from
the term ‘‘interest’ under section 856(f).

(3) Real property rent

The term ‘real property rent’” means
amounts which would qualify as rent from real
property under section 856(d) if—

(A) such section were applied without re-
gard to paragraph (2)(C) thereof (relating to
independent contractor requirements), and

(B) stock owned, directly or indirectly, by
or for a partner would not be considered as
owned under section 318(a)(3)(A) by the part-
nership unless 5 percent or more (by value)
of the interests in such partnership are
owned, directly or indirectly, by or for such
partner.

(4) Certain income qualifying under regulated
investment company or real estate trust
provisions

The term ‘‘qualifying income’ also includes
any income which would qualify under section
851(b)(2) or 856(c)(2).

(5) Special rule for determining gross income
from certain real property sales

In the case of the sale or other disposition of
real property described in section 1221(a)(1),
gross income shall not be reduced by inven-
tory costs.

(e) Inadvertent terminations
If—

(1) a partnership fails to meet the gross in-
come requirements of subsection (c)(2),

(2) the Secretary determines that such fail-
ure was inadvertent,
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(3) no later than a reasonable time after the
discovery of such failure, steps are taken so
that such partnership once more meets such
gross income requirements, and

(4) such partnership agrees to make such ad-
justments (including adjustments with respect
to the partners) or to pay such amounts as
may be required by the Secretary with respect
to such period,

then, notwithstanding such failure, such entity
shall be treated as continuing to meet such
gross income requirements for such period.

(f) Effect of becoming corporation

As of the 1st day that a partnership is treated
as a corporation under this section, for purposes
of this title, such partnership shall be treated
as—

(1) transferring all of its assets (subject to
its liabilities) to a newly formed corporation
in exchange for the stock of the corporation,
and

(2) distributing such stock to its partners in
liquidation of their interests in the partner-
ship.

(g) Exception for electing 1987 partnerships

(1) In general

Subsection (a) shall not apply to an electing
1987 partnership.

(2) Electing 1987 partnership

For purposes of this subsection, the term
“electing 1987 partnership’’ means any pub-
licly traded partnership if—

(A) such partnership is an existing part-
nership (as defined in section 10211(c)(2) of
the Revenue Reconciliation Act of 1987),

(B) subsection (a) has not applied (and
without regard to subsection (c)(1) would not
have applied) to such partnership for all
prior taxable years beginning after Decem-
ber 31, 1987, and before January 1, 1998, and

(C) such partnership elects the application
of this subsection, and consents to the appli-
cation of the tax imposed by paragraph (3),
for its first taxable year beginning after De-
cember 31, 1997.

A partnership which, but for this sentence,
would be treated as an electing 1987 partner-
ship shall cease to be so treated (and the elec-
tion under subparagraph (C) shall cease to be
in effect) as of the 1st day after December 31,
1997, on which there has been an addition of a
substantial new line of business with respect
to such partnership.

(3) Additional tax on electing partnerships
(A) Imposition of tax

There is hereby imposed for each taxable
year on the income of each electing 1987
partnership a tax equal to 3.5 percent of such
partnership’s gross income for the taxable
year from the active conduct of trades and
businesses by the partnership.

(B) Adjustments in the case of tiered partner-
ships
For purposes of this paragraph, in the case
of a partnership which is a partner in an-
other partnership, the gross income referred
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to in subparagraph (A) shall include the
partnership’s distributive share of the gross
income of such other partnership from the
active conduct of trades and businesses of
such other partnership. A similar rule shall
apply in the case of lower-tiered partner-
ships.

(C) Treatment of tax

For purposes of this title, the tax imposed
by this paragraph shall be treated as im-
posed by chapter 1 other than for purposes of
determining the amount of any credit allow-
able under chapter 1 and shall be paid by the
partnership. Section 6655 shall be applied to
such partnership with respect to such tax in
the same manner as if the partnership were
a corporation, such tax were imposed by sec-
tion 11, and references in such section to
taxable income were references to the gross
income referred to in subparagraph (A).

(4) Election

An election and consent under this sub-
section shall apply to the taxable year for
which made and all subsequent taxable years
unless revoked by the partnership. Such rev-
ocation may be made without the consent of
the Secretary, but, once so revoked, may not
be reinstated.

(Added Pub. L. 100-203, title X, §10211(a), Dec. 22,
1987, 101 Stat. 1330-403; amended Pub. L. 100-647,
title II, §2004(f)(1), (3)-(5), Nov. 10, 1988, 102 Stat.
3602, 3603; Pub. L. 105-34, title IX, §964(a), Aug. 5,
1997, 111 Stat. 892; Pub. L. 105-206, title VI,
§6009(b)(1), July 22, 1998, 112 Stat. 812; Pub. L.
106-170, title V, §532(c)(2)(V)-(Y), Dec. 17, 1999,
113 Stat. 1931.)

REFERENCES IN TEXT

Section 10211(c)(2) of the Revenue Reconciliation Act
of 1987, referred to in subsec. (g)(2)(A), probably means
section 10211(c)(2) of the Revenue Act of 1987, title X of
Pub. L. 100-203, which is set out as a note below.

AMENDMENTS

1999—Subsecs. (¢)(3), (D)(D)(D), (G), (5). Pub. L. 106-170
substituted ‘‘section 1221(a)(1)”’ for ‘‘section 1221(1)"’.

1998—Subsec. (2)(3)(C). Pub. L. 105-206 inserted at end
‘“‘and shall be paid by the partnership. Section 6655
shall be applied to such partnership with respect to
such tax in the same manner as if the partnership were
a corporation, such tax were imposed by section 11, and
references in such section to taxable income were ref-
erences to the gross income referred to in subparagraph
(A)”.

1997—Subsec. (g). Pub. L. 105-34 added subsec. (g).

1988—Subsec. (c)(1). Pub. L. 100-647, §2004(f)(3), in-
serted at end ‘‘For purposes of the preceding sentence,
a partnership shall not be treated as being in existence
during any period before the 1st taxable year in which
such partnership (or a predecessor) was a publicly trad-
ed partnership.”

Subsec. (d)(1). Pub. L. 100-647, §2004(f)(4), inserted at
end ‘‘For purposes of subparagraph (E), the term ‘min-
eral or natural resource’ means any product of a char-
acter with respect to which a deduction for depletion is
allowable under section 611; except that such term shall
not include any product described in subparagraph (A)
or (B) of section 613(b)(7).”

Subsec. (d)(3). Pub. L. 100-647, §2004(f)(5), amended
par. (3) generally. Prior to amendment, par. (3) read as
follows: ‘“The term ‘real property rent’ means amounts
which would qualify as rent from real property under
section 856(d) if such section were applied without re-
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gard to paragraph (2)(C) thereof (relating to independ-
ent contractor requirements).”’

Subsec. (e)(4). Pub. L. 100-647, §2004(f)(1), inserted ‘‘or
to pay such amounts’ before ‘‘as may be required”’.

EFFECTIVE DATE OF 1999 AMENDMENT

Amendment by Pub. L. 106-170 applicable to any in-
strument held, acquired, or entered into, any trans-
action entered into, and supplies held or acquired on or
after Dec. 17, 1999, see section 532(d) of Pub. L. 106-170,
set out as a note under section 170 of this title.

EFFECTIVE DATE OF 1998 AMENDMENT

Pub. L. 105-206, title VI, §6009(b)(2), July 22, 1998, 112
Stat. 812, provided that: ‘“The second sentence of sec-
tion 7704(g)(3)(C) of the 1986 Code (as added by para-
graph (1)) shall apply to taxable years beginning after
the date of the enactment of this Act [July 22, 1998].”

EFFECTIVE DATE OF 1997 AMENDMENT

Section 964(b) of Pub. L. 105-34 provided that: ‘“The
amendment made by this section [amending this sec-
tion] shall apply to taxable years beginning after De-
cember 31, 1997.”

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100-647 effective, except as
otherwise provided, as if included in the provisions of
the Revenue Act of 1987, Pub. L. 100-203, title X, to
which such amendment relates, see section 2004(u) of
Pub. L. 100-647, set out as a note under section 56 of
this title.

EFFECTIVE DATE

Section 10211(c) of Pub. L. 100-203, as amended by
Pub. L. 100-647, title II, §2004(f)(2), Nov. 10, 1988, 102
Stat. 3602, provided that:

‘(1) IN GENERAL.—The amendments made by this sec-
tion [enacting this section] shall apply—

‘‘(A) except as provided in subparagraph (B), to tax-
able years beginning after December 31, 1987, or

‘“(B) in the case of an existing partnership, to tax-
able years beginning after December 31, 1997.

‘(2) EXISTING PARTNERSHIP.—For purposes of this sub-
section—

““(A) IN GENERAL.—The term ‘existing partnership’
means any partnership if—

‘(i) such partnership was a publicly traded part-
nership on December 17, 1987,

‘“(ii) a registration statement indicating that
such partnership was to be a publicly traded part-
nership was filed with the Securities and Exchange
Commission with respect to such partnership on or
before such date, or

‘“(iii) with respect to such partnership, an appli-
cation was filed with a State regulatory commis-
sion on or before such date seeking permission to
restructure a portion of a corporation as a publicly
traded partnership.

‘(B) SPECIAL RULE WHERE SUBSTANTIAL NEW LINE OF
BUSINESS ADDED AFTER DECEMBER 17, 1987.—A partner-
ship which, but for this subparagraph, would be treat-
ed as an existing partnership shall cease to be treated
as an existing partnership as of the 1st day after De-
cember 17, 1987, on which there has been an addition
of a substantial new line of business with respect to
such partnership.

¢(C) COORDINATION WITH PASSIVE-TYPE INCOME RE-
QUIREMENTS.—In the case of an existing partnership,
paragraph (1) of section 7704(c) of the Internal Reve-
nue Code of 1986 (as added by this section) shall be ap-
plied by substituting for ‘December 31, 1987’ the ear-
lier of—

‘(i) December 31, 1997, or

‘(ii) the day (if any) as of which such partnership
ceases to be treated as an existing partnership by
reason of subparagraph (B).”

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 351, 475, 988 of
this title; title 29 section 1107.
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CHAPTER 80—GENERAL RULES

Subchapter Sec.1
A. Application of internal revenue laws .... 7801
B. Effective date and related provisions .... 7851
C. Provisions affecting more than one sub-

Bitle oviiiiii 7871

CHAPTER REFERRED TO IN OTHER SECTIONS

This chapter is referred to in section 7851 of this title.

Subchapter A—Application of Internal Revenue

Laws
Sec.
7801. Authority of Department of the Treasury.
7802. Internal Revenue Service Oversight Board.
7803. Commissioner of Internal Revenue; other offi-
cials.
7804. Other personnel.
7805. Rules and regulations.
7806. Construction of title.
7807. Rules in effect upon enactment of this title.
7808. Depositaries for collections.
7809. Deposit of collections.
7810. Revolving fund for redemption of real prop-
erty.
7811. Taxpayer Assistance Orders.

AMENDMENTS

1998—Pub. L. 105-206, title I, §§1101(c)(2), 1102(e)(1),
1104(b)(2), July 22, 1998, 112 Stat. 697, 704, 710, added
items 7802 to 7804 and struck out former items 7802
‘““Commissioner of Internal Revenue; Assistant Com-
missioners; Taxpayer Advocate’, 7803 ‘‘Other person-
nel”’, and 7804 ‘‘Effect of reorganization plans’.

1996—Pub. L. 104-168, title I, §101(b)(3), July 30, 1996,
110 Stat. 1456, added item 7802 and struck out former
item 7802 ‘‘Commissioner of Internal Revenue; Assist-
ant Commissioner (Employee Plans and Exempt Orga-
nizations)’.

1988—Pub. L. 100-647, title VI, §6230(b), Nov. 10, 1988,
102 Stat. 3734, added item 7811.

1983—Pub. L. 97473, title II, §202(c), Jan. 14, 1983, 96
Stat. 2610, added item for subchapter C.

1974—Pub. L. 93-406, title II, §1051(c), Sept. 2, 1974, 88
Stat. 951, substituted ‘“Commissioner of Internal Reve-
nue; Assistant Commissioner (Employee Plans and Ex-
empt Organizations)” for ‘“‘Commissioner of Internal
Revenue’ in item 7802.

1966—Pub. L. 89-719, title I, §112(c), Nov. 2, 1966, 80
Stat. 1146, added item 7810.

§7801. Authority of Department of the Treasury
(a) Powers and duties of Secretary

Except as otherwise expressly provided by law,
the administration and enforcement of this title
shall be performed by or under the supervision
of the Secretary of the Treasury.

[(b) Repealed. Pub. L. 97-258, §5(b), Sept. 13,
1982, 96 Stat. 1068, 1078]

(c) Functions of Department of Justice unaf-
fected

Nothing in this section or section 301(f) of title
31 shall be considered to affect the duties, pow-
ers, or functions imposed upon, or vested in, the
Department of Justice, or any officer thereof, by
law existing on May 10, 1934.

(Aug. 16, 1954, ch. 736, 68A Stat. 915; Pub. L.
86-368, §1, Sept. 22, 1959, 73 Stat. 647; Pub. L.
88-426, title III, §305(39), Aug. 14, 1964, 78 Stat.
427; Pub. L. 94-455, title XIX, §1906(b)(13)(B), Oct.

1Section numbers editorially supplied.
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4, 1976, 90 Stat. 1834; Pub. L. 97-258, §§2(f)(1), 5(Db),
Sept. 18, 1982, 96 Stat. 1059, 1068, 1078.)

AMENDMENTS

1982—Subsec. (b). Pub. L. 97-258, §5(b), struck out sub-
sec. (b) which related to Office of General Counsel of
Department of the Treasury. See section 301 of Title 31,
Money and Finance.

Subsec. (¢). Pub. L. 97-258, §2(f)(1), inserted ‘‘or sec-
tion 301(f) of title 31" after ‘“‘Nothing in this section’.

1976—Subsec. (b). Pub. L. 94-455 substituted ‘‘Sec-
retary of the Treasury’ for ‘‘Secretary’’ in four places,
in par. (1) after ‘‘prescribed by the’’, in par. (2) after
“‘prescribed by the’” and in third sentence thereof
“The”’, and in par. (3) before ‘“‘may appoint and fix’’.

1964—Subsec. (b)(2). Pub. L. 88-426 struck out provi-
sions which prescribed compensation of Assistant Gen-
eral Counsel.

1959—Pub. L. 86-368 provided for Presidential appoint-
ment and for compensation of Assistant General Coun-
sel who shall be Chief Counsel for Internal Revenue
Service.

EFFECTIVE DATE OF 1964 AMENDMENT

Amendment by Pub. L. 88-426 effective on first day of
first pay period which begins on or after July 1, 1964,
except to the extent provided in section 501(c) of Pub.
L. 88-426, see section 501 of Pub. L. 88-426.

EFFECTIVE DATE OF 1959 AMENDMENT

Section 3 of Pub. L. 86-368 provided that:

‘‘(a) Except as otherwise provided in this Act, the
amendments made by this Act [amending this section]
shall take effect on the date of the enactment of this
Act [Sept. 22, 1959].

“(b) The amendments made by section 2 of this Act
[amending sections 7452 and 8023 of this title] shall take
effect when the Chief Counsel for the Internal Revenue
Service first appointed pursuant to the amendment
made by section 1 of this Act [amending this section]
qualifies and takes office.”

REPEALS

Pub. L. 86-368, §1, Sept. 22, 1959, 73 Stat. 648; Pub. L.
88-426, title III, §305(39), Aug. 14, 1964, 78 Stat. 427; and
Pub. L. 94-455, title XIX, §1906(b)(13)(B), Oct. 4, 1976, 90
Stat. 1834, cited as credits to this section, were repealed
by Pub. L. 97-258, §5(b), Sept. 13, 1982, 96 Stat. 1079, 1080,
1082.

SAVINGS PROVISION

Section 4 of Pub. L. 86-368 provided that the position
of Assistant General Counsel serving as Chief Counsel
of the Internal Revenue Service was abolished as of the
time that the Chief Counsel for the Internal Revenue
Service appointed pursuant to the amendment to this
section by Pub. L. 86-368, took office, but that Pub. L.
86-368 was not to be construed to otherwise abolish, ter-
minate, or change any office or position, or employ-
ment of any officer or employee existing immediately
preceding Sept. 22, 1959, and that any delegation of au-
thority pursuant to Reorg. Plan No. 26 of 1950 or Reorg.
Plan No. 2 of 1952 including any redelegation of author-
ity, in effect immediately preceding Sept. 22, 1959, was
to remain in effect unless distinctly inconsistent or
manifestly incompatible with the amendment made to
this section by Pub. L. 86-368.

ITEMIZED INCOME TAX RECEIPT

Pub. L. 106-58, title VI, §650, Sept. 29, 1999, 113 Stat.
479, provided that:

‘“(a) IN GENERAL.—Not later than April 15, 2000, the
Secretary of the Treasury shall establish an interactive
program on an Internet website where any taxpayer
may generate an itemized receipt showing a propor-
tionate allocation (in money terms) of the taxpayer’s
total tax payments among the major expenditure cat-
egories.
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“(b) INFORMATION NECESSARY TO GENERATE RE-
CEIPT.—For purposes of generating an itemized receipt
under subsection (a), the interactive program—

‘(1) shall only require the input of the taxpayer’s
total tax payments; and

‘“(2) shall not require any identifying information
relating to the taxpayer.

‘“(c) TOTAL TAX PAYMENTS.—For purposes of this sec-
tion, total tax payments of an individual for any tax-
able year are—

“(1) the tax imposed by subtitle A of the Internal
Revenue Code of 1986 for such taxable year (as shown
on his return); and

‘(2) the tax imposed by section 3101 of such Code on
wages received during such taxable year.
¢“(d) CONTENT OF TAX RECEIPT.—

‘(1) MAJOR EXPENDITURE CATEGORIES.—For purposes
of subsection (a), the major expenditure categories
are:

‘“(A) National defense.

‘(B) International affairs.

¢(C) Medicaid.

‘(D) Medicare.

“(E) Means-tested entitlements.

“(F) Domestic discretionary.

“(G) Social Security.

‘“(H) Interest payments.

“(I) All other.

‘“(2) Other items on receipt.—

‘““(A) IN GENERAL.—In addition, the tax receipt
shall include selected examples of more specific ex-
penditure items, including the items listed in sub-
paragraph (B), either at the budget function, sub-
function, or program, project, or activity levels,
along with any other information deemed appro-
priate by the Secretary of the Treasury and the Di-
rector of the Office of Management and Budget to
enhance taxpayer understanding of the Federal
budget.

‘(B) LISTED ITEMS.—The expenditure items listed
in this subparagraph are as follows:

‘(i) Public schools funding programs.

‘‘(ii) Student loans and college aid.

¢(iii) Low-income housing programs.

‘(iv) Food stamp and welfare programs.

“(v) Law enforcement, including the Federal
Bureau of Investigation, law enforcement grants
to the States, and other Federal law enforcement
personnel.

“(vi) Infrastructure, including roads, bridges,
and mass transit.

‘“(vii) Farm subsidies.

‘“(viii) Congressional Member and staff salaries.

‘‘(ix) Health research programs.

“(x) Aid to the disabled.

“(xi) Veterans health care and pension pro-
grams.

‘‘(xii) Space programs.

‘(xiii) Environmental cleanup programs.

‘(xiv) United States embassies.

‘“(xv) Military salaries.

‘“(xvi) Foreign aid.

‘“(xvii) Contributions to the North Atlantic
Treaty Organization.

“(xviii) Amtrak.

‘(xix) United States Postal Service.

‘‘(e) CosT.—No charge shall be imposed to cover any
cost associated with the production or distribution of
the tax receipt.

“(f) REGULATIONS.—The Secretary of the Treasury
may prescribe such regulations as may be necessary to
carry out this section.”

REORGANIZATION OF INTERNAL REVENUE SERVICE

Pub. L. 105-206, title I, §1001, July 22, 1998, 112 Stat.
689, provided that:

‘“(a) IN GENERAL.—The Commissioner of Internal Rev-
enue shall develop and implement a plan to reorganize
the Internal Revenue Service. The plan shall—

‘(1) supersede any organization or reorganization of
the Internal Revenue Service based on any statute or
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reorganization plan applicable on the effective date
of this section;

‘(2) eliminate or substantially modify the existing
organization of the Internal Revenue Service which is
based on a national, regional, and district structure;

‘“(3) establish organizational units serving particu-
lar groups of taxpayers with similar needs; and

‘“(4) ensure an independent appeals function within
the Internal Revenue Service, including the prohibi-
tion in the plan of ex parte communications between
appeals officers and other Internal Revenue Service
employees to the extent that such communications
appear to compromise the independence of the ap-
peals officers.

““(b) SAVINGS PROVISIONS.—

(1) PRESERVATION OF SPECIFIC TAX RIGHTS AND REM-
EDIES.—Nothing in the plan developed and imple-
mented under subsection (a) shall be considered to
impair any right or remedy, including trial by jury,
to recover any internal revenue tax alleged to have
been erroneously or illegally assessed or collected, or
any penalty claimed to have been collected without
authority, or any sum alleged to have been excessive
or in any manner wrongfully collected under the in-
ternal revenue laws. For the purpose of any action to
recover any such tax, penalty, or sum, all statutes,
rules, and regulations referring to the collector of in-
ternal revenue, the principal officer for the internal
revenue district, or the Secretary, shall be deemed to
refer to the officer whose act or acts referred to in
the preceding sentence gave rise to such action. The
venue of any such action shall be the same as under
existing law.

¢“(2) CONTINUING EFFECT OF LEGAL DOCUMENTS.—AIll
orders, determinations, rules, regulations, permits,
agreements, grants, contracts, certificates, licenses,
registrations, privileges, and other administrative ac-
tions—

‘“(A) which have been issued, made, granted, or al-
lowed to become effective by the President, any
Federal agency or official thereof, or by a court of
competent jurisdiction, in the performance of any
function transferred or affected by the reorganiza-
tion of the Internal Revenue Service or any other
administrative unit of the Department of the
Treasury under this section; and

‘(B) which are in effect at the time this section
takes effect, or were final before the effective date
of this section and are to become effective on or
after the effective date of this section,

shall continue in effect according to their terms until
modified, terminated, superseded, set aside, or re-
voked in accordance with law by the President, the
Secretary of the Treasury, the Commissioner of In-
ternal Revenue, or other authorized official, a court
of competent jurisdiction, or by operation of law.

‘‘(3) PROCEEDINGS NOT AFFECTED.—The provisions of
this section shall not affect any proceedings, includ-
ing notices of proposed rulemaking, or any applica-
tion for any license, permit, certificate, or financial
assistance pending before the Department of the
Treasury (or any administrative unit of the Depart-
ment, including the Internal Revenue Service) at the
time this section takes effect, with respect to func-
tions transferred or affected by the reorganization
under this section but such proceedings and applica-
tions shall continue. Orders shall be issued in such
proceedings, appeals shall be taken therefrom, and
payments shall be made pursuant to such orders, as
if this section had not been enacted, and orders issued
in any such proceedings shall continue in effect until
modified, terminated, superseded, or revoked by a
duly authorized official, by a court of competent ju-
risdiction, or by operation of law. Nothing in this
paragraph shall be deemed to prohibit the discontinu-
ance or modification of any such proceeding under
the same terms and conditions and to the same ex-
tent that such proceeding could have been discon-
tinued or modified if this section had not been en-
acted.
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‘“(4) SUITS NOT AFFECTED.—The provisions of this
section shall not affect suits commenced before the
effective date of this section, and in all such suits,
proceedings shall be had, appeals taken, and judg-
ments rendered in the same manner and with the
same effect as if this section had not been enacted.

‘“(5) NONABATEMENT OF ACTIONS.—No suit, action, or
other proceeding commenced by or against the De-
partment of the Treasury (or any administrative unit
of the Department, including the Internal Revenue
Service), or by or against any individual in the offi-
cial capacity of such individual as an officer of the
Department of the Treasury, shall abate by reason of
the enactment of this section.

¢‘(6) ADMINISTRATIVE ACTIONS RELATING TO PROMUL-
GATION OF REGULATIONS.—Any administrative action
relating to the preparation or promulgation of a reg-
ulation by the Department of the Treasury (or any
administrative unit of the Department, including the
Internal Revenue Service) relating to a function
transferred or affected by the reorganization under
this section may be continued by the Department of
the Treasury through any appropriate administrative
unit of the Department, including the Internal Reve-
nue Service with the same effect as if this section had
not been enacted.

‘“(c) EFFECTIVE DATE.—This section shall take effect
on the date of the enactment of this Act [July 22,
1998].”

INTERNAL REVENUE SERVICE MISSION TO FOCUS ON
TAXPAYERS’ NEEDS

Pub. L. 105-206, title I, §1002, July 22, 1998, 112 Stat.
690, provided that: ‘“The Internal Revenue Service shall
review and restate its mission to place a greater em-
phasis on serving the public and meeting taxpayers’
needs.”

EXPLANATION OF JOINT AND SEVERAL LIABILITY

Pub. L. 105-206, title III, §3501, July 22, 1998, 112 Stat.
770, provided that:

‘“(a) IN GENERAL.—The Secretary of the Treasury or
the Secretary’s delegate shall, as soon as practicable,
but not later than 180 days after the date of the enact-
ment of this Act [July 22, 1998], establish procedures to
clearly alert married taxpayers of their joint and sev-
eral liabilities on all appropriate publications and in-
structions.

“(b) RIGHT ToO LIMIT LIABILITY.—The procedures
under subsection (a) shall include requirements that
notice of an individual’s right to relief under section
6015 of the Internal Revenue Code of 1986 shall be in-
cluded in the statement required by section 6227 of the
Omnibus Taxpayer Bill of Rights [Pub. L. 100-647, set
out below] (Internal Revenue Service Publication No. 1)
and in any collection-related notices.”

EXPLANATION OF TAXPAYERS’ RIGHTS IN INTERVIEWS
WITH INTERNAL REVENUE SERVICE

Pub. L. 105-206, title III, §3502, July 22, 1998, 112 Stat.
770, provided that: ‘“The Secretary of the Treasury or
the Secretary’s delegate shall, as soon as practicable,
but not later than 180 days after the date of the enact-
ment of this Act [July 22, 1998], revise the statement
required by section 6227 of the Omnibus Taxpayer Bill
of Rights [Pub. L. 100-647, set out below] (Internal Rev-
enue Service Publication No. 1) to more clearly inform
taxpayers of their rights—

“(1) to be represented at interviews with the Inter-
nal Revenue Service by any person authorized to
practice before the Internal Revenue Service; and

“(2) to suspend an interview pursuant to section
7521(b)(2) of the Internal Revenue Code of 1986.”

DISCLOSURE OF CRITERIA FOR EXAMINATION SELECTION

Pub. L. 105206, title III, §3503, July 22, 1998, 112 Stat.
771, provided that:

‘‘(a) IN GENERAL.—The Secretary of the Treasury or
the Secretary’s delegate shall, as soon as practicable,
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but not later than 180 days after the date of the enact-
ment of this Act [July 22, 1998], incorporate into the
statement required by section 6227 of the Omnibus Tax-
payer Bill of Rights [Pub. L. 100-647, set out below] (In-
ternal Revenue Service Publication No. 1) a statement
which sets forth in simple and nontechnical terms the
criteria and procedures for selecting taxpayers for ex-
amination. Such statement shall not include any infor-
mation the disclosure of which would be detrimental to
law enforcement, but shall specify the general proce-
dures used by the Internal Revenue Service, including
whether taxpayers are selected for examination on the
basis of information available in the media or on the
basis of information provided to the Internal Revenue
Service by informants.

““(b) TRANSMISSION TO COMMITTEES OF CONGRESS.—The
Secretary shall transmit drafts of the statement re-
quired under subsection (a) (or proposed revisions to
any such statement) to the Committee on Ways and
Means of the House of Representatives and the Com-
mittee on Finance of the Senate on the same day.”

DISCLOSURE TO TAXPAYERS

Pub. L. 105206, title III, §3508, July 22, 1998, 112 Stat.
772, provided that: ‘“The Secretary of the Treasury or
the Secretary’s delegate shall ensure that any instruc-
tions booklet accompanying an individual Federal in-
come tax return form (including forms 1040, 1040A,
1040EZ, and any similar or successor forms) shall in-
clude, in clear language, in conspicuous print, and in a
conspicuous place, a concise description of the condi-
tions under which return information may be disclosed
to any party outside the Internal Revenue Service, in-
cluding disclosure to any State or agency, body, or
commission (or legal representative) thereof.”

INTERNAL REVENUE SERVICE EMPLOYEE CONTACTS

Pub. L. 105206, title III, §3705, July 22, 1998, 112 Stat.
777, provided that:

‘‘(a) NOTICE.—The Secretary of the Treasury or the
Secretary’s delegate shall provide that—

‘(1) any manually generated correspondence re-
ceived by a taxpayer from the Internal Revenue Serv-
ice shall include in a prominent manner the name,
telephone number, and unique identifying number of
an Internal Revenue Service employee the taxpayer
may contact with respect to the correspondence;

‘(2) any other correspondence or notice received by
a taxpayer from the Internal Revenue Service shall
include in a prominent manner a telephone number
that the taxpayer may contact; and

‘“(3) an Internal Revenue Service employee shall
give a taxpayer during a telephone or personal con-
tact the employee’s name and unique identifying
number.

““(b) SINGLE CONTACT.—The Secretary of the Treasury
or the Secretary’s delegate shall develop a procedure
under which, to the extent practicable and if advan-
tageous to the taxpayer, one Internal Revenue Service
employee shall be assigned to handle a taxpayer’s mat-
ter until it is resolved.

‘‘(c) TELEPHONE HELPLINE IN SPANISH.—The Secretary
of the Treasury or the Secretary’s delegate shall pro-
vide, in appropriate circumstances, that taxpayer ques-
tions on telephone helplines of the Internal Revenue
Service are answered in Spanish.

‘(d) OTHER TELEPHONE HELPLINE OPTIONS.—The Sec-
retary of the Treasury or the Secretary’s delegate shall
provide, in appropriate circumstances, on telephone
helplines of the Internal Revenue Service an option for
any taxpayer to talk to an Internal Revenue Service
employee during normal business hours. The person
shall direct phone questions of the taxpayer to other
Internal Revenue Service personnel who can provide as-
sistance to the taxpayer.

‘‘(e) EFFECTIVE DATES.—

‘(1) IN GENERAL.—Except as otherwise provided in
this subsection, this section shall take effect 60 days
after the date of the enactment of this Act [July 22,
1998].
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‘“(2) SUBSECTION (c).—Subsection (c) shall take ef-
fect on January 1, 2000.

‘“(3) SUBSECTION (d).—Subsection (d) shall take ef-
fect on January 1, 2000.

‘“(4) UNIQUE IDENTIFYING NUMBER.—ANy requirement
under this section to provide a unique identifying
number shall take effect 6 months after the date of
the enactment of this Act [July 22, 1998].”’

LISTING OF LOCAL INTERNAL REVENUE SERVICE
TELEPHONE NUMBERS AND ADDRESSES

Pub. L. 105206, title III, §3709, July 22, 1998, 112 Stat.
779, provided that: ‘“The Secretary of the Treasury or
the Secretary’s delegate shall, as soon as practicable,
provide that the local telephone numbers and addresses
of Internal Revenue Service offices located in any par-
ticular area be listed in a telephone book for that
area.”

STUDY OF NONCOMPLIANCE WITH INTERNAL REVENUE
LAWS BY TAXPAYERS

Pub. L. 105206, title III, §3803, July 22, 1998, 112 Stat.
783, provided that: ‘“‘Not later than 1 year after the date
of the enactment of this Act [July 22, 1998], the Sec-
retary of the Treasury and the Commissioner of Inter-
nal Revenue shall jointly conduct a study, in consulta-
tion with the Joint Committee on Taxation, of the non-
compliance with internal revenue laws by taxpayers
(including willful noncompliance and noncompliance
due to tax law complexity or other factors) and report
the findings of such study to Congress.”

TAX LAW COMPLEXITY ANALYSIS; COMMISSIONER STUDY

Pub. L. 105-206, title IV, §4022(a), July 22, 1998, 112
Stat. 785, provided that:

‘(1) IN GENERAL.—The Commissioner of Internal Rev-
enue shall conduct each year after 1998 an analysis of
the sources of complexity in administration of the Fed-
eral tax laws. Such analysis may include an analysis
of—

“(A) questions frequently asked by taxpayers with
respect to return filing;

“(B) common errors made by taxpayers in filling
out their returns;

“(C) areas of law which frequently result in dis-
agreements between taxpayers and the Internal Reve-
nue Service;

‘(D) major areas of law in which there is no (or in-
complete) published guidance or in which the law is
uncertain;

‘“(E) areas in which revenue officers make frequent
errors interpreting or applying the law;

‘“(F) the impact of recent legislation on complexity;
and

‘“(G) forms supplied by the Internal Revenue Serv-
ice, including the time it takes for taxpayers to com-
plete and review forms, the number of taxpayers who
use each form, and how recent legislation has af-
fected the time it takes to complete and review
forms.

‘(2) REPORT.—The Commissioner shall not later than
March 1 of each year report the results of the analysis
conducted under paragraph (1) for the preceding year to
the Committee on Ways and Means of the House of Rep-
resentatives and the Committee on Finance of the Sen-
ate. The report shall include any recommendations—

““(A) for reducing the complexity of the administra-
tion of Federal tax laws; and

‘“(B) for repeal or modification of any provision the
Commissioner believes adds undue and unnecessary
complexity to the administration of the Federal tax
laws.”

NATIONAL COMMISSION ON RESTRUCTURING INTERNAL
REVENUE SERVICE

Pub. L. 104-52, title VI, §637, Nov. 19, 1995, 109 Stat.
509, as amended by Pub. L. 104-134, title II, §2904(a),
Apr. 26, 1996, 110 Stat. 1321-333; Pub. L. 104208, div. A,
title I, §101(f) [title VI, §643(a)-(e)], Sept. 30, 1996, 110
Stat. 3009-314, 3009-365, provided that:



§7801

‘‘(a) FINDINGS.—The Congress finds the following:

‘(1) While the budget for the Internal Revenue
Service (hereafter referred to as the ‘IRS’) has risen
from $2.5 billion in fiscal year 1979 to $7.3 billion in
fiscal year 1996, tax returns processing has not be-
come significantly faster, tax collection rates have
not significantly increased, and the accuracy and
timeliness of taxpayer assistance has not signifi-
cantly improved.

‘4(2) To date, the Tax Systems Modernization (TSM)
program has cost the taxpayers $2.5 billion, with an
estimated cost of $8 billion. Despite this investment,
modernization efforts were recently described by the
GAO as ‘chaotic’ and ‘ad hoc’.

‘(3) While the IRS maintains that TSM will in-
crease efficiency and thus revenues, Congress has had
to appropriate additional funds in recent years for
compliance initiatives in order to increase tax reve-
nues.

‘“(4) Because TSM has not been implemented, the
IRS continues to rely on paper returns, processing a
total of 14 billion pieces of paper every tax season.
This results in an extremely inefficient system.

‘(5) This lack of efficiency reduces the level of cus-
tomer service and impedes the ability of the IRS to
collect revenue.

‘“(6) The present status of the IRS shows the need
for the establishment of a Commission which will ex-
amine the organization of IRS and recommend ac-
tions to expedite the implementation of TSM and im-
prove service to taxpayers.

*“(b) COMPOSITION OF THE COMMISSION.—

‘(1) ESTABLISHMENT.—To carry out the purposes of
this section, there is established a National Commis-
sion on Restructuring the Internal Revenue Service
(in this section referred to as the ‘Commission’).

¢(2) COMPOSITION.—The Commission shall be com-
posed of seventeen members, as follows:

‘“(A) Five members appointed by the President,
two from the executive branch of the Government,
two from private life, and one from an organization
that represents a substantial number of Internal
Revenue Service employees.

‘(B) Four members appointed by the Majority
Leader of the Senate, one from Members of the Sen-
ate and three from private life.

‘(C) Two members appointed by the Minority
Leader of the Senate, one from Members of the Sen-
ate and one from private life.

‘(D) Four members appointed by the Speaker of
the House of Representatives, one from Members of
the House of Representatives and three from pri-
vate life.

‘“(E) Two members appointed by the Minority
Leader of the House of Representatives, one from
Members of the House of Representatives and one
from private life.

“The Commissioner of the Internal Revenue Service

shall be an ex officio member of the Commaission.

‘(83) Co-CHAIRS.—The Commission shall elect Co-
Chairs from among its members.

‘“(4) MEETING; QUORUM; VACANCIES.—After its initial
meeting, the Commission shall meet upon the call of
the Co-Chairs or a majority of its members. Nine
members of the Commission shall constitute a
quorum. Any vacancy in the Commission shall not af-
fect its powers, but shall be filled in the same manner
in which the original appointment was made.

¢“(6) APPOINTMENT; INITIAL MEETING.—

‘“(A) APPOINTMENT.—It is the sense of the Con-
gress that members of the Committee [Commission]
should be appointed not more than 60 days after the
date of the enactment of this section [Nov. 19, 1995].

‘(B) INITIAL MEETING.—If, after 60 days from the
date of the enactment of this section, seven or more
members of the Commission have been appointed,
members who have been appointed may meet and
select Co-Chairs who thereafter shall have the au-
thority to begin the operations of the Commission,
including the hiring of staff.
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““(c) FUNCTIONS OF COMMISSION.—

‘(1) IN GENERAL.—The functions of the Commission
shall be—

““(A) to conduct, for a period of not to exceed 15
months from the date of its first meeting, the re-
view described in paragraph (2), and

“(B) to submit to the Congress a final report of
the results of the review, including recommenda-
tions for restructuring the IRS.

‘(2) REVIEW.—The Commission shall review—

‘“(A) the present practices of the IRS, especially
with respect to—

‘“(i) its organizational structure;

‘‘(ii) its paper processing and return processing
activities;

¢4(iii) its infrastructure; and

‘“(iv) the collection process;

“(B) requirements for improvement in the follow-
ing areas:

‘(i) making returns processing ‘paperless’;

‘‘(ii) modernizing IRS operations;

‘“(iii) improving the collections process without
major personnel increases or increased funding;

‘“(iv) improving taxpayer accounts manage-
ment;

“(v) improving the accuracy of information re-
quested by taxpayers in order to file their re-
turns; and

“(vi) changing the culture of the IRS to make
the organization more efficient, productive, and
customer-oriented;

‘(C) whether the IRS could be replaced with a
quasi-governmental agency with tangible incen-
tives and internally managing its programs and ac-
tivities and for modernizing its activities, and

‘(D) whether the IRS could perform other collec-
tion, information, and financial service functions of
the Federal Government.

“(d) POWERS OF THE COMMISSION.—

‘(1) IN GENERAL.—(A) The Commission or, on the
authorization of the Commission, any subcommittee
or member thereof, may, for the purpose of carrying
out the provisions of this section—

‘(i) hold such hearings and sit and act at such
times and places, take such testimony, receive such
evidence, administer such oaths, and

‘‘(ii) require, by subpoena or otherwise, the at-
tendance and testimony of such witnesses and the
production of such books, records, correspondence,
memoranda, papers, and documents, as the Com-
mission or such designated subcommittee or des-
ignated member may deem advisable.

‘“(B) Subpoenas issued under subparagraph (A)(ii)
may be issued under the signature of the Co-Chairs of
the Commission, the chairman of any designated sub-
committee, or any designated member, and may be
served by any person designated by such Co-Chairs,
subcommittee chairman, or member. The provisions
of sections 102 through 104 of the Revised Statutes of
the United States (2 U.S.C. 192-194) shall apply in the
case of any failure of any witness to comply with any
subpoena or to testify when summoned under author-
ity of this section.

‘(2) CONTRACTING.—The Commission may, to such
extent and in such amounts as are provided in appro-
priation Acts, enter into contracts to enable the
Commission to discharge its duties under this sec-
tion.

‘(3) INFORMATION FROM FEDERAL AGENCIES.—The
Commission is authorized to secure directly from any
executive department, bureau, agency, board, com-
mission, office, independent establishment, or instru-
mentality of the Government, information, sugges-
tions, estimates, and statistics for the purposes of
this section. Each such department, bureau, agency,
board, commission, office, establishment, or instru-
mentality shall, to the extent authorized by law, fur-
nish such information, suggestions, estimates, and
statistics directly to the Commission, upon request
made by the Co-Chairs.
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‘“(4) ASSISTANCE FROM FEDERAL AGENCIES.—(A) The
Secretary of the Treasury is authorized on a non-
reimbursable basis to provide the Commission with
administrative services, funds, facilities, staff, and
other support services for the performance of the
Commission’s functions.

‘(B) The Administrator of General Services shall
provide to the Commission on a nonreimbursable
basis such administrative support services as the
Commission may request.

‘(C) In addition to the assistance set forth in sub-
paragraphs (A) and (B), departments and agencies of
the United States are authorized to provide to the
Commission such services, funds, facilities, staff, and
other support services as they may deem advisable
and as may be authorized by law.

‘“(5) POSTAL SERVICES.—The Commission may use
the United States mails in the same manner and
under the same conditions as departments and agen-
cies of the United States.

‘(6) GIFTS.—The Commission may accept, use, and
dispose of gifts or donations of services or property in
carrying out its duties under this section.

‘‘(e) STAFF OF THE COMMISSION.—

‘(1) IN GENERAL.—The Co-Chairs, in accordance
with rules agreed upon by the Commission, may ap-
point and fix the compensation of a staff director and
such other personnel as may be necessary to enable
the Commission to carry out its functions, without
regard to the provisions of title 5, United States
Code, governing appointments in the competitive
service, and without regard to the provisions of chap-
ter 51 and subchapter III of chapter 53 of such title re-
lating to classification and General Schedule pay
rates, except that no rate of pay fixed under this sub-
section may exceed the equivalent of that payable to
a person occupying a position at level V of the Execu-
tive Schedule under section 5316 of title 5, United
States Code. Any Federal Government employee may
be detailed to the Commission without reimburse-
ment from the Commission, and such detailee shall
retain the rights, status, and privileges of his or her
regular employment without interruption.

‘(2) CONSULTANT SERVICES.—The Commission is au-
thorized to procure the services of experts and con-
sultants in accordance with section 3109 of title 5,
United States Code, but at rates not to exceed the
daily rate paid a person occupying a position at level
IV of the Executive Schedule under section 5315 of
title 5, United States Code.
¢“(f) COMPENSATION AND TRAVEL EXPENSES.—

‘(1) COMPENSATION.—(A) Except as provided in sub-
paragraph (B), each member of the Commission may
be compensated at not to exceed the daily equivalent
of the annual rate of basic pay in effect for a position
at level IV of the Executive Schedule under section
5315 of title 5, United States Code, for each day dur-
ing which that member is engaged in the actual per-
formance of the duties of the Commission.

‘“(B) Members of the Commission who are officers
or employees of the United States or Members of Con-
gress shall receive no additional pay on account of
their service on the Commission.

‘(2) TRAVEL EXPENSES.—While away from their
homes or regular places of business in the perform-
ance of services for the Commission, members of the
Commission may be allowed travel expenses, includ-
ing per diem in lieu of subsistence, in the same man-
ner as persons employed intermittently in the Gov-
ernment service are allowed expenses under section
5703(b) of title 5, United States Code.

‘‘(g) FINAL REPORT OF COMMISSION; TERMINATION.—

‘(1) FINAL REPORT.—Not later than 15 months after
the date of the first meeting of the Commission, the
Commission shall submit to the Congress its final re-
port, as described in subsection (c)(2).

‘(2) TERMINATION.—(A) The Commission, and all the
authorities of this section, shall terminate on the
date which is 60 days after the date on which a final
report is required to be transmitted under paragraph
D).
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‘(B) The Commission may use the 60-day period re-
ferred to in subparagraph (A) for the purpose of con-
cluding its activities, including providing testimony
to committees of Congress concerning its final report
and disseminating that report.

““(h) AUTHORIZATION OF APPROPRIATIONS.—Such sums
as may be necessary are authorized to be appropriated
for the activities of the Commission.

‘(i) APPROPRIATIONS.—Notwithstanding any other
provision of this Act, $1,000,000 shall be available from
fiscal year 1996 funds appropriated to the Internal Rev-
enue Service, ‘Information systems’ account, for the
activities of the Commission, to remain available until
expended.”’

[Pub. L. 104-208, div. A, title I, §101(f) [title VI,
§643(£)], Sept. 30, 1996, 110 Stat. 3009-314, 3009-366, pro-
vided that: ‘“The amendments made by this section
[amending section 637 of Pub. L. 104-52, set out above]
shall take effect as if included in the provisions of the
Treasury, Postal Service, and General Government Ap-
propriations Act, 1996 [Pub. L. 104-52].”"]

[Pub. L. 104-134, title II, §2904(b), Apr. 26, 1996, 110
Stat. 1321-333, provided that: ‘“The amendments made
by this section [amending section 637 of Pub. L. 104-52,
set out above] shall take effect as if included in the
provisions of the Treasury, Postal Service, and General
Government Appropriations Act, 1996 [Pub. L. 104-52].”"]

FEES FOR SERVICES RENDERED

Pub. L. 103-329, title I, §3, Sept. 30, 1994, 108 Stat. 2388,
as amended by Pub. L. 104-19, title I, July 27, 1995, 109
Stat. 227, provided that: ‘“The Secretary of the Treas-
ury may establish new fees or raise existing fees for
services provided by the Internal Revenue Service to
increase receipts, where such fees are authorized by an-
other law. The Secretary of the Treasury may spend
the new or increased fee receipts to supplement appro-
priations made available to the Internal Revenue Serv-
ice appropriations accounts in fiscal years 1995 and
thereafter: Provided, That the Secretary shall base such
fees on the costs of providing specified services to per-
sons paying such fees: Provided further, That the Sec-
retary shall provide quarterly reports to the Congress
on the collection of such fees and how they are being
expended by the Service: Provided further, That the
total expenditures from such fees shall not exceed
$119,000,000 annually.”

DISCLOSURE OF RIGHTS OF TAXPAYERS

Pub. L. 100-647, title VI, §6227, Nov. 10, 1988, 102 Stat.
3731, provided that:

‘“(a) IN GENERAL.—The Secretary of the Treasury
shall, as soon as practicable, but not later than 180 days
after the date of the enactment of this Act [Nov. 10,
1988], prepare a statement which sets forth in simple
and nontechnical terms—

‘(1) the rights of a taxpayer and the obligations of
the Internal Revenue Service (hereinafter in this sec-
tion referred to as the ‘Service’) during an audit;

‘(2) the procedures by which a taxpayer may appeal
any adverse decision of the Service (including admin-
istrative and judicial appeals);

‘“(3) the procedures for prosecuting refund claims
and filing of taxpayer complaints; and

‘“(4) the procedures which the Service may use in
enforcing the internal revenue laws (including assess-
ment, jeopardy assessment, levy and distraint, and
enforcement of liens).

““(b) TRANSMISSION TO COMMITTEES OF CONGRESS.—The
Secretary of the Treasury shall transmit drafts of the
statement required under subsection (a) (or proposed
revisions of any such statement) to the Committee on
Ways and Means of the House of Representatives, the
Committee on Finance of the Senate, and the Joint
Committee on Taxation on the same day.

‘“(c) DISTRIBUTION.—The statement prepared in ac-
cordance with subsections (a) and (b) shall be distrib-
uted by the Secretary of the Treasury to all taxpayers
the Secretary contacts with respect to the determina-
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tion or collection of any tax (other than by providing
tax forms). The Secretary shall take such actions as
the Secretary deems necessary to ensure that such dis-
tribution does not result in multiple statements being
sent to any one taxpayer.”

DESIGNATION OF OFFICERS TO ACT AS SECRETARY OF
TREASURY

Designation of officers of Treasury Department to act
as Secretary of Treasury, during any period when, by
reason of absence, disability, or vacancy in office, ei-
ther the Secretary of Treasury or his Deputy Secretary
is not available to exercise the powers or perform the
duties of the office of the Secretary, see Ex. Ord. No.
11822, Dec. 10, 1974, 39 F.R. 43275, set out as a note under
section 3345 of Title 5, Government Organization and
Employees.

FEES FOR REQUESTS FOR RULING, DETERMINATION, AND
SIMILAR LETTERS

Pub. L. 100-203, title X, §10511, Dec. 22, 1987, 101 Stat.
1330-446, as amended by Pub. L. 101-508, title XI,
§11319(a), Nov. 5, 1990, 104 Stat. 1388-460; Pub. L. 103465,
title VII, §743, Dec. 8, 1994, 108 Stat. 5011; Pub. L.
104-117, §2, Mar. 20, 1996, 110 Stat. 828, provided that:

‘‘(a) GENERAL RULE.—The Secretary of the Treasury
or his delegate (hereinafter in this section referred to
as the ‘Secretary’) shall establish a program requiring
the payment of user fees for requests to the Internal
Revenue Service for ruling letters, opinion letters, and
determination letters and for similar requests.

““(b) PROGRAM CRITERIA.—

‘(1) IN GENERAL.—The fees charged under the pro-
gram required by subsection (a)—

‘“(A) shall vary according to categories (or sub-
categories) established by the Secretary,

‘“(B) shall be determined after taking into ac-
count the average time for (and difficulty of) com-
plying with requests in each category (and sub-
category), and

‘“(C) shall be payable in advance.

‘/(2) EXEMPTIONS, ETC.—The Secretary shall provide
for such exemptions (and reduced fees) under such
program as he determines to be appropriate.

‘(3) AVERAGE FEE REQUIREMENT.—The average fee
charged under the program required by subsection (a)
shall not be less than the amount determined under
the following table:

“Category Average Fee
Employee plan ruling and opinion ....... $250
Exempt organization ruling ................. $350
Employee plan determination ............. $300
Exempt organization determination ... $275
Chief counsel ruling ..........cccoevevvvennennnns $200.

“(c) APPLICATION OF SECTION.—Subsection (a) shall
apply with respect to requests made on or after the 1st
day of the second calendar month beginning after the
date of the enactment of this Act [Dec. 22, 1987] and be-
fore September 30, 1990. Subsection (a) shall also apply
with respect to requests made after September 30, 1990,
and before October 1, 2003.”

[Section 11319(b) of Pub. L. 101-508 provided that:
“The amendment made by this section [amending sec-
tion 10511 of Pub. L. 100-203 set out above] shall take ef-
fect on September 29, 1990, except that no advance pay-
ment shall be required for any fee for any requests filed
after September 29, 1990, and before the 30th day after
the date of the enactment of this Act [Nov. 5, 1990].”’]

STUDY OF TAX INCENTIVES FOR EXPENDITURES RE-
QUIRED BY OCCUPATIONAL SAFETY AND HEALTH AD-
MINISTRATION AND MINING HEALTH AND SAFETY AD-
MINISTRATION

Pub. L. 95-600, title V, §552, Nov. 6, 1978, 92 Stat. 2891,
authorized the Secretary of the Treasury to conduct an
investigation into the appropriateness of providing ad-
ditional tax incentives for expenditures required by the
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Occupational Safety and Health Act, section 651 et seq.
of Title 29, Labor, and the Mining Safety and Health
Administration of the Department of Labor and to sub-
mit a report on such investigation to Congress before
Apr. 1, 1979, together with any legislative recommenda-
tions.

STUDY OF TAXATION OF NONRESIDENT ALIEN REAL
ESTATE TRANSACTIONS IN THE UNITED STATES

Pub. L. 95-600, title V, §553, Nov. 6, 1978, 92 Stat. 2891,
authorized the Secretary of the Treasury to make a
study of the appropriate tax treatment to be given to
income derived from, or gain realized on, the sale of in-
terests in United States property held by nonresident
aliens or foreign corporations and to submit a report on
such study to Congress no later than six months from
Nov. 6, 1978, together with any recommendations.

STUDY AND INVESTIGATION OF INTERNAL REVENUE CODE
PROVISIONS WHICH IMPEDE OR DISCOURAGE RECY-
CLING OF SOLID WASTE MATERIALS; PRESIDENTIAL
AND CONGRESSIONAL REPORT

Pub. L. 94-568, §4, Oct. 20, 1976, 90 Stat. 2698, provided
that the Secretary of the Treasury, in cooperation with
the Administrator of the Environmental Protection
Agency, make a complete study of all provisions of the
Internal Revenue Code of 1954 which impeded or dis-
couraged the recycling of solid waste materials and to
report to the President and Congress, not later than
Apr. 20, 1977, his findings, together with specific legisla-
tive proposals designed to increase and encourage the
recycling of solid waste materials and detailed revenue
cost estimates.

EX. ORD. NoO. 13051. INTERNAL REVENUE SERVICE
MANAGEMENT BOARD

Ex. Ord. No. 13051, June 24, 1997, 62 F.R. 34609, pro-
vided:

By the authority vested in me as President by the
Constitution and the laws of the United States of
America, including 31 U.S.C. 301 and 26 U.S.C. 7801(a),
and in order to establish a permanent oversight board
to assist the Secretary of the Treasury (‘‘Secretary’’)
in ensuring effective management of the Internal Reve-
nue Service, it is hereby ordered as follows:

SECTION 1. Establishment. (a) There is hereby estab-
lished within the Department of the Treasury the In-
ternal Revenue Service Management Board (‘‘Board’’).

(b) The Board shall consist of:

(1) the Deputy Secretary of the Treasury, who shall
serve as Chair of the Board;

(2) the Assistant Secretary of the Treasury (Man-
agement) and the Chief Financial Officer, who shall
serve as Vice Chairs;

(3) the Assistant Secretary of the Treasury (Tax
Policy);

(4) the Under Secretary of the Treasury (Enforce-
ment);

(5) the Deputy Assistant Secretary of the Treasury
(Departmental Finance and Management);

(6) the Deputy Assistant Secretary of the Treasury
(Information Systems)/Chief Information Officer;

(7) the Assistant Secretary of the Treasury (Legis-
lative Affairs and Public Liaison);

(8) the General Counsel for the Department of the
Treasury;

(9) the Director, Office of Security, Department of
the Treasury;

(10) the Senior Procurement Executive for the De-
partment of the Treasury;

(11) the Commissioner of Internal Revenue;

(12) the Deputy Commissioner of Internal Revenue;

(13) the Associate Commissioner of Internal Reve-
nue for Modernization/Chief Information Officer of
the Internal Revenue Service;

(14) the Deputy Director for Management, Office of
Management and Budget;

(15) the Administrator for Federal Procurement
Policy, Office of Management and Budget;
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(16) a representative of the Office of the Vice Presi-
dent designated by the Vice President;

(17) a representative of the Office of Management
and Budget designated by the Director of such office;

(18) a representative of the Office of Personnel Man-
agement designated by the Director of such office;

(19) representatives of such other Government agen-
cies as may be determined from time to time by the

Secretary of the Treasury, designated by the head of

such agency; and

(20) such other officers or employees of the Depart-
ment of the Treasury as may be designated by the

Secretary.

(c) A member of the Board described in paragraphs
(16) through (20) of subsection (b) may be removed by
the official who designated such member.

(d) The Board may seek the views, consistent with 18
U.S.C. 205, of Internal Revenue Service employee rep-
resentatives on matters considered by the Board under
section 3 of this order.

SEC. 2. Structure. There shall be an Executive Com-
mittee of the full Board, the members of which shall be
appointed by the Secretary.

SEC. 3. Functions. (a) The Board shall directly support
the Secretary’s oversight of the management and oper-
ation of the Internal Revenue Service. This includes:

(1) working through the Deputy Secretary, assisting
the Secretary on the full range of high-level manage-
ment issues and concerns affecting the Internal Reve-
nue Service, particularly those that have a significant
impact on operations, modernization, and customer
service.

(2) acting through the Executive Committee, serving
as the primary review for strategic decisions concern-
ing modernization of the Internal Revenue Service, in-
cluding modernization direction, strategy, significant
reorganization plans, performance metrics, budgetary
issues, major capital investments, and compensation of
personnel.

(b) The Board shall meet at least monthly and shall
prescribe such bylaws or procedures as the Board deems
appropriate.

(c) The Board shall prepare semiannual reports to the
President and to the Congress, which shall be transmit-
ted by the Secretary of the Treasury.

SEC. 4. Administration. To the extent permitted by law
and subject to the availability of appropriations, the
Secretary shall provide the Board administrative serv-
ices, facilities, staff, and such other financial support
services as may be necessary for the performance of its
functions under this order.

SEC. 5. Judicial Review. This order is intended only to
improve the internal management of the Internal Reve-
nue Service and is not intended, and shall not be con-
strued, to create any right or benefit, substantive or
procedural, enforceable at law by a party against the
United States, its agencies, its officers, or its employ-
ees.

WILLIAM J. CLINTON.
CROSS REFERENCES

Department of Justice, see section 501 et seq. of Title
28, Judiciary and Judicial Procedure.

Department of the Treasury, see section 301 et seq. of
Title 31, Money and Finance.

§7802. Internal Revenue Service Oversight
Board

(a) Establishment

There is established within the Department of
the Treasury the Internal Revenue Service Over-
sight Board (hereafter in this subchapter re-
ferred to as the ‘“‘Oversight Board”).

(b) Membership
(1) Composition
The Oversight Board shall be composed of
nine members, as follows:

§7802

(A) six members shall be individuals who
are not otherwise Federal officers or em-
ployees and who are appointed by the Presi-
dent, by and with the advice and consent of
the Senate.

(B) one member shall be the Secretary of
the Treasury or, if the Secretary so des-
ignates, the Deputy Secretary of the Treas-
ury.

(C) one member shall be the Commissioner
of Internal Revenue.

(D) one member shall be an individual who
is a full-time Federal employee or a rep-
resentative of employees and who is ap-
pointed by the President, by and with the
advice and consent of the Senate.

(2) Qualifications and terms

(A) Qualifications

Members of the Oversight Board described
in paragraph (1)(A) shall be appointed with-
out regard to political affiliation and solely
on the basis of their professional experience
and expertise in one or more of the following
areas:

(i) Management of large service organi-
zations.

(ii) Customer service.

(iii) Federal tax laws, including tax ad-
ministration and compliance.

(iv) Information technology.

(v) Organization development.

(vi) The needs and concerns of taxpayers.

(vii) The needs and concerns of small
businesses.

In the aggregate, the members of the Over-
sight Board described in paragraph (1)(A)
should collectively bring to bear expertise in
all of the areas described in the preceding
sentence.
(B) Terms

Each member who is described in subpara-
graph (A) or (D) of paragraph (1) shall be ap-
pointed for a term of 5 years, except that of
the members first appointed under para-
graph (1)(A)—

(i) two members shall be appointed for a
term of 3 years,
(ii) two members shall be appointed for a
term of 4 years; and
(iii) two members shall be appointed for
a term of 5 years.
(C) Reappointment

An individual who is described in subpara-
graph (A) or (D) of paragraph (1) may be ap-
pointed to no more than two 5-year terms on
the Oversight Board.

(D) Vacancy

Any vacancy on the Oversight Board shall
be filled in the same manner as the original
appointment. Any member appointed to fill
a vacancy occurring before the expiration of
the term for which the member’s predecessor
was appointed shall be appointed for the re-
mainder of that term.

(3) Ethical considerations

(A) Financial disclosure

During the entire period that an individual
appointed under subparagraph (A) or (D) of
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paragraph (1) is a member of the Oversight
Board, such individual shall be treated as
serving as an officer or employee referred to
in section 101(f) of the Ethics in Government
Act of 1978 for purposes of title I of such Act,
except that section 101(d) of such Act shall
apply without regard to the number of days
of service in the position.

(B) Restrictions on post-employment

For purposes of section 207(c) of title 18,
United States Code, an individual appointed
under subparagraph (A) or (D) of paragraph
(1) shall be treated as an employee referred
to in section 207(c)(2)(A)(1) of such title dur-
ing the entire period the individual is a
member of the Board, except that sub-
sections (¢)(2)(B) and (f) of section 207 of
such title shall not apply.

(C) Members who are special Government
employees

If an individual appointed under subpara-
graph (A) or (D) of paragraph (1) is a special
Government employee, the following addi-
tional rules apply for purposes of chapter 11
of title 18, United States Code:

(i) Restriction on representation

In addition to any restriction under sec-
tion 205(c) of title 18, United States Code,
except as provided in subsections (d)
through (i) of section 205 of such title, such
individual (except in the proper discharge
of official duties) shall not, with or with-
out compensation, represent anyone to or
before any officer or employee of—

(I) the Oversight Board or the Internal
Revenue Service on any matter;

(IT) the Department of the Treasury on
any matter involving the internal reve-
nue laws or involving the management
or operations of the Internal Revenue
Service; or

(ITITI) the Department of Justice with
respect to litigation involving a matter
described in subclause (I) or (IT).

(ii) Compensation for services provided by
another

For purposes of section 203 of such title—
(I) such individual shall not be subject
to the restrictions of subsection (a)(1)
thereof for sharing in compensation
earned by another for representations on
matters covered by such section, and
(IT) a person shall not be subject to the
restrictions of subsection (a)(2) thereof
for sharing such compensation with such
individual.
(D) Waiver

The President may, only at the time the
President nominates the member of the
Oversight Board described in paragraph
(1)(D), waive for the term of the member any
appropriate provision of chapter 11 of title
18, United States Code, to the extent such
waiver is necessary to allow such member to
participate in the decisions of the Board
while continuing to serve as a full-time Fed-
eral employee or a representative of employ-
ees. Any such waiver shall not be effective
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unless a written intent of waiver to exempt
such member (and actual waiver language) is
submitted to the Senate with the nomina-
tion of such member.

(4) Quorum

Five members of the Oversight Board shall
constitute a quorum. A majority of members
present and voting shall be required for the
Oversight Board to take action.

(5) Removal
(A) In general

Any member of the Oversight Board ap-
pointed under subparagraph (A) or (D) of
paragraph (1) may be removed at the will of
the President.

(B) Secretary and Commissioner

An individual described in subparagraph
(B) or (C) of paragraph (1) shall be removed
upon termination of service in the office de-
scribed in such subparagraph.

(6) Claims
(A) In general

Members of the Oversight Board who are
described in subparagraph (A) or (D) of para-
graph (1) shall have no personal liability
under Federal law with respect to any claim
arising out of or resulting from an act or
omission by such member within the scope
of service as a member.

(B) Effect on other law

This paragraph shall not be construed—

(i) to affect any other immunities and
protections that may be available to such
member under applicable law with respect
to such transactions;

(ii) to affect any other right or remedy
against the United States under applicable
law; or

(iii) to limit or alter in any way the im-
munities that are available under applica-
ble law for Federal officers and employees.

(c) General responsibilities
(1) Oversight
(A) In general

The Oversight Board shall oversee the In-
ternal Revenue Service in its administra-
tion, management, conduct, direction, and
supervision of the execution and application
of the internal revenue laws or related stat-
utes and tax conventions to which the
United States is a party.

(B) Mission of IRS

As part of its oversight functions described
in subparagraph (A), the Oversight Board
shall ensure that the organization and oper-
ation of the Internal Revenue Service allows
it to carry out its mission.

(C) Confidentiality

The Oversight Board shall ensure that ap-
propriate confidentiality is maintained in
the exercise of its duties.

(2) Exceptions

The Oversight Board shall have no respon-
sibilities or authority with respect to—
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(A) the development and formulation of
Federal tax policy relating to existing or
proposed internal revenue laws, related stat-
utes, and tax conventions,

(B) specific law enforcement activities of
the Internal Revenue Service, including spe-
cific compliance activities such as examina-
tions, collection activities, and criminal in-
vestigations,

(C) specific procurement activities of the
Internal Revenue Service, or

(D) except as provided in subsection (d)(3),
specific personnel actions.

(d) Specific responsibilities

The Oversight Board shall have the following
specific responsibilities:
(1) Strategic plans
To review and approve strategic plans of the
Internal Revenue Service, including the estab-
lishment of—
(A) mission and objectives, and standards
of performance relative to either, and
(B) annual and long-range strategic plans.
(2) Operational plans

To review the operational functions of the
Internal Revenue Service, including—

(A) plans for modernization of the tax sys-
tem,

(B) plans for outsourcing or managed com-
petition, and

(C) plans for training and education.

(3) Management
To—

(A) recommend to the President can-
didates for appointment as the Commis-
sioner of Internal Revenue and recommend
to the President the removal of the Commis-
sioner;

(B) review the Commissioner’s selection,
evaluation, and compensation of Internal
Revenue Service senior executives who have
program management responsibility over
significant functions of the Internal Reve-
nue Service; and

(C) review and approve the Commissioner’s
plans for any major reorganization of the In-
ternal Revenue Service.

(4) Budget

To—

(A) review and approve the budget request
of the Internal Revenue Service prepared by
the Commissioner;

(B) submit such budget request to the Sec-
retary of the Treasury; and

(C) ensure that the budget request sup-
ports the annual and long-range strategic
plans.

(5) Taxpayer protection

To ensure the proper treatment of taxpayers
by the employees of the Internal Revenue
Service.

The Secretary shall submit the budget request
referred to in paragraph (4)(B) for any fiscal
year to the President who shall submit such re-
quest, without revision, to Congress together
with the President’s annual budget request for
the Internal Revenue Service for such fiscal
year.
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(e) Board personnel matters

(1) Compensation of members
(A) In general

Each member of the Oversight Board
who—
(i) is described in subsection (b)(1)(A); or
(ii) is described in subsection (b)(1)(D)
and is not otherwise a Federal officer or
employee,

shall be compensated at a rate of $30,000 per
year. All other members shall serve without
compensation for such service.

(B) Chairperson

In lieu of the amount specified in subpara-
graph (A), the Chairperson of the Oversight
Board shall be compensated at a rate of
$50,000 per year.

(2) Travel expenses
(A) In general

The members of the Oversight Board shall
be allowed travel expenses, including per
diem in lieu of subsistence, at rates author-
ized for employees of agencies under sub-
chapter I of chapter 57 of title 5, United
States Code, to attend meetings of the Over-
sight Board and, with the advance approval
of the Chairperson of the Oversight Board,
while otherwise away from their homes or
regular places of business for purposes of du-
ties as a member of the Oversight Board.

(B) Report

The Oversight Board shall include in its
annual report under subsection (f)(3)(A) in-
formation with respect to the travel ex-
penses allowed for members of the Oversight
Board under this paragraph.

(3) Staff
(A) In general

The Chairperson of the Oversight Board
may appoint and terminate any personnel
that may be necessary to enable the Board
to perform its duties.

(B) Detail of Government employees

Upon request of the Chairperson of the
Oversight Board, a Federal agency shall de-
tail a Federal Government employee to the
Oversight Board without reimbursement.
Such detail shall be without interruption or
loss of civil service status or privilege.

(4) Procurement of temporary and intermittent
services

The Chairperson of the Oversight Board may
procure temporary and intermittent services
under section 3109(b) of title 5, United States
Code.

(f) Administrative matters

(1) Chair

(A) Term

The members of the Oversight Board shall
elect for a 2-year term a chairperson from
among the members appointed under sub-
section (b)(1)(A).
(B) Powers

Except as otherwise provided by a major-
ity vote of the Oversight Board, the powers
of the Chairperson shall include—
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(i) establishing committees;
(ii) setting meeting places and times;
(iii) establishing meeting agendas; and
(iv) developing rules for the conduct of
business.
(2) Meetings

The Oversight Board shall meet at least
quarterly and at such other times as the
Chairperson determines appropriate.

(3) Reports
(A) Annual

The Oversight Board shall each year report
with respect to the conduct of its respon-
sibilities under this title to the President,
the Committees on Ways and Means, Gov-
ernment Reform and Oversight, and Appro-
priations of the House of Representatives
and the Committees on Finance, Govern-
mental Affairs, and Appropriations of the
Senate.

(B) Additional report

Upon a determination by the Oversight
Board under subsection (¢)(1)(B) that the or-
ganization and operation of the Internal
Revenue Service are not allowing it to carry
out its mission, the Oversight Board shall
report such determination to the Committee
on Ways and Means of the House of Rep-
resentatives and the Committee on Finance
of the Senate.

(Aug. 16, 1954, ch. 736, 68A Stat. 915; Pub. L.
93-406, title II, §1051(a), Sept. 2, 1974, 88 Stat. 951;
Pub. L. 94-455, title XIX, §1906(b)(13)(A), (B), Oct.
4, 1976, 90 Stat. 1834; Pub. L. 97-258, §2(f)(2), Sept.
13, 1982, 96 Stat. 1059; Pub. L. 100-647, title VI,
§6235(a), Nov. 10, 1988, 102 Stat. 3737; Pub. L.
104-168, title I, §101(a), (b)(2), July 30, 1996, 110
Stat. 1453, 1455; Pub. L. 105-206, title I, §1101(a),
July 22, 1998, 112 Stat. 691.)

REFERENCES IN TEXT

The Ethics in Government Act of 1978, referred to in
subsec. (b)(3)(A), is Pub. L. 95-521, Oct. 26, 1978, 92 Stat.
1824, as amended. Title I of the Act is set out in the Ap-
pendix to Title 5, Government Organization and Em-
ployees. For complete classification of this Act to the
Code, see Short Title note set out under section 101 of
Pub. L. 95-521 in the Appendix to Title 5 and Tables.

AMENDMENTS

1998—Pub. L. 105-206 amended section catchline and
text of section generally, substituting present provi-
sions for provisions which: in subsec. (a), declared that
there shall be in the Department of the Treasury a
Commissioner of Internal Revenue, appointed by the
President, with such duties and powers as prescribed by
Secretary of the Treasury; in subsec. (b), established
Office of Employee Plans and Exempt Organizations to
carry out functions with respect to organizations ex-
empt from tax and with respect to plans to which part
I of subchapter D of chapter 1 applied; in subsec. (¢), es-
tablished Office for Taxpayer Services such as tele-
phone, walk-in, and taxpayer educational services, and
design and production of forms; and in subsec. (d), es-
tablished Office of Taxpayer Advocate and set forth
functions of Office and responsibilities of Commissioner
regarding response to recommendations of Office. See
section 7803 of this title.

1996—Pub. L. 104-168, §101(b)(2), substituted ‘‘Commis-
sioners; Taxpayer Advocate.” for ‘‘Commissioner (Em-
ployee Plans and Exempt Organizations)’” in section
catchline.
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Subsec. (d). Pub. L. 104-168, §101(a), added subsec. (d).

1988—Subsec. (¢). Pub. L. 100-647 added subsec. (c).

1982—Subsec. (b). Pub. L. 97-258 redesignated existing
provisions as par. (1), added par. (1) heading, and added
par. (2). Par. (2) is based on provisions that appeared in
section 1037 of former Title 31, Money and Finance,
prior to enactment of Title 31 by Pub. L. 97-258.

1976—Subsec. (a). Pub. L. 94-455, §1906(b)(13)(B), sub-
stituted ‘“Secretary of the Treasury’ for ‘“Secretary”’
after ‘‘prescribed by the’.

Subsec. (b). Pub. L. 94-455, §1906(b)(13)(A), struck out
‘“‘or his delegate’’ after ‘‘Secretary’’.

1974—Pub. L. 93-406 designated existing provisions as
subsec. (a) and added subsec. (b).

CHANGE OF NAME

Committee on Government Reform and Oversight of
House of Representatives changed to Committee on
Government Reform of House of Representatives by
House Resolution No. 5, One Hundred Sixth Congress,
Jan. 6, 1999.

EFFECTIVE DATE OF 1998 AMENDMENT

Pub. L. 105206, title I, §1101(d), July 22, 1998, 112 Stat.
697, provided that:

‘(1) IN GENERAL.—The amendments made by this sec-
tion [amending this section and sections 4946 and 6103
of this title] shall take effect on the date of the enact-
ment of this Act [July 22, 1998].

€(2) INITIAL NOMINATIONS TO INTERNAL REVENUE SERV-
ICE OVERSIGHT BOARD.—The President shall submit the
initial nominations under section 7802 of the Internal
Revenue Code of 1986, as added by this section, to the
Senate not later than 6 months after the date of the en-
actment of this Act [July 22, 1998].

“(3) EFFECT ON ACTIONS PRIOR TO APPOINTMENT OF
OVERSIGHT BOARD.—Nothing in this section shall be con-
strued to invalidate the actions and authority of the
Internal Revenue Service prior to the appointment of
the members of the Internal Revenue Service Oversight
Board.”

EFFECTIVE DATE OF 1996 AMENDMENT

Section 101(c) of Pub. L. 104-168 provided that: ‘“The
amendments made by this section [amending this sec-
tion and section 7811 of this title] shall take effect on
the date of the enactment of this Act [July 30, 1996].”

EFFECTIVE DATE OF 1988 AMENDMENT

Section 6235(c) of Pub. L. 100-647 provided that: ‘““The
amendment made by subsection (a) [amending this sec-
tion] shall take effect on the date 180 days after the
date of the enactment of this Act [Nov. 10, 1988]."’

EFFECTIVE DATE OF 1974 AMENDMENT

Section 1051(d) of Pub. L. 93-406 provided that: ‘“The
amendments made by this section [amending this sec-
tion and sections 5108 and 5109 of Title 5, Government
Organization and Employees] shall take effect on the
90th day after the date of the enactment of this Act
[Sept. 2, 1974].”

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in sections 6103, 7803 of this
title.

§7803. Commissioner of Internal Revenue; other
officials
(a) Commissioner of Internal Revenue
(1) Appointment
(A) In general
There shall be in the Department of the
Treasury a Commissioner of Internal Reve-
nue who shall be appointed by the President,

by and with the advice and consent of the
Senate, to a b-year term. Such appointment
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shall be made from individuals who, among
other qualifications, have a demonstrated
ability in management.

(B) Vacancy

Any individual appointed to fill a vacancy
in the position of Commissioner occurring
before the expiration of the term for which
such individual’s predecessor was appointed
shall be appointed only for the remainder of
that term.

(C) Removal

The Commissioner may be removed at the
will of the President.

(D) Reappointment

The Commissioner may be appointed to
more than one 5-year term.

(2) Duties

The Commissioner shall have such duties
and powers as the Secretary may prescribe, in-
cluding the power to—

(A) administer, manage, conduct, direct,
and supervise the execution and application
of the internal revenue laws or related stat-
utes and tax conventions to which the
United States is a party; and

(B) recommend to the President a can-
didate for appointment as Chief Counsel for
the Internal Revenue Service when a va-
cancy occurs, and recommend to the Presi-
dent the removal of such Chief Counsel.

If the Secretary determines not to delegate a
power specified in subparagraph (A) or (B),
such determination may not take effect until
30 days after the Secretary notifies the Com-
mittees on Ways and Means, Government Re-
form and Oversight, and Appropriations of the
House of Representatives and the Committees
on Finance, Governmental Affairs, and Appro-
priations of the Senate.

(3) Consultation with Board

The Commissioner shall consult with the
Oversight Board on all matters set forth in
paragraphs (2) and (3) (other than paragraph
(3)(A)) of section 7802(d).

(b) Chief Counsel for the Internal Revenue Serv-
ice

(1) Appointment

There shall be in the Department of the
Treasury a Chief Counsel for the Internal Rev-
enue Service who shall be appointed by the
President, by and with the consent of the Sen-
ate.

(2) Duties

The Chief Counsel shall be the chief law offi-
cer for the Internal Revenue Service and shall
perform such duties as may be prescribed by
the Secretary, including the duty—

(A) to be legal advisor to the Commis-
sioner and the Commissioner’s officers and
employees;

(B) to furnish legal opinions for the prepa-
ration and review of rulings and memoranda
of technical advice;

(C) to prepare, review, and assist in the
preparation of proposed legislation, treaties,
regulations, and Executive orders relating to
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laws which affect the Internal Revenue Serv-
ice;

(D) to represent the Commissioner in cases
before the Tax Court; and

(E) to determine which civil actions should
be litigated under the laws relating to the
Internal Revenue Service and prepare rec-
ommendations for the Department of Jus-
tice regarding the commencement of such
actions.

If the Secretary determines not to delegate a
power specified in subparagraph (A), (B), (C),
(D), or (E), such determination may not take
effect until 30 days after the Secretary notifies
the Committees on Ways and Means, Govern-
ment Reform and Oversight, and Appropria-
tions of the House of Representatives and the
Committees on Finance, Governmental Af-
fairs, and Appropriations of the Senate.

(3) Persons to whom Chief Counsel reports

The Chief Counsel shall report directly to
the Commissioner of Internal Revenue, except
that—

(A) the Chief Counsel shall report to both
the Commissioner and the General Counsel
for the Department of the Treasury with re-
spect to—

(i) legal advice or interpretation of the
tax law not relating solely to tax policy;
(ii) tax litigation; and

(B) the Chief Counsel shall report to the
General Counsel with respect to legal advice
or interpretation of the tax law relating
solely to tax policy.

If there is any disagreement between the Com-
missioner and the General Counsel with re-
spect to any matter jointly referred to them
under subparagraph (A), such matter shall be
submitted to the Secretary or Deputy Sec-
retary for resolution.

(4) Chief Counsel personnel

All personnel in the Office of Chief Counsel
shall report to the Chief Counsel.

(c) Office of the Taxpayer Advocate

(1) Establishment
(A) In general

There is established in the Internal Reve-
nue Service an office to be known as the
“Office of the Taxpayer Advocate’.

(B) National Taxpayer Advocate

(i) In general

The Office of the Taxpayer Advocate
shall be under the supervision and direc-
tion of an official to be known as the ‘‘Na-
tional Taxpayer Advocate’”. The National
Taxpayer Advocate shall report directly to
the Commissioner of Internal Revenue and
shall be entitled to compensation at the
same rate as the highest rate of basic pay
established for the Senior Executive Serv-
ice under section 5382 of title 5, United
States Code, or, if the Secretary of the
Treasury so determines, at a rate fixed
under section 9503 of such title.

(ii) Appointment

The National Taxpayer Advocate shall
be appointed by the Secretary of the
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Treasury after consultation with the Com-
missioner of Internal Revenue and the
Oversight Board and without regard to the
provisions of title 5, United States Code,
relating to appointments in the competi-
tive service or the Senior Executive Serv-
ice.
(iii) Qualifications
An individual appointed under clause (ii)
shall have—
(I) a background in customer service as
well as tax law; and
(IT) experience in representing individ-
ual taxpayers.
(iv) Restriction on employment

An individual may be appointed as the
National Taxpayer Advocate only if such
individual was not an officer or employee
of the Internal Revenue Service during the
2-year period ending with such appoint-
ment and such individual agrees not to ac-
cept any employment with the Internal
Revenue Service for at least 5 years after
ceasing to be the National Taxpayer Advo-
cate. Service as an officer or employee of
the Office of the Taxpayer Advocate shall
not be taken into account in applying this
clause.

(2) Functions of office

(A) In general

It shall be the function of the Office of the
Taxpayer Advocate to—

(i) assist taxpayers in resolving problems
with the Internal Revenue Service;

(ii) identify areas in which taxpayers
have problems in dealings with the Inter-
nal Revenue Service;

(iii) to the extent possible, propose
changes in the administrative practices of
the Internal Revenue Service to mitigate
problems identified under clause (ii); and

(iv) identify potential legislative
changes which may be appropriate to miti-
gate such problems.

(B) Annual reports
(1) Objectives

Not later than June 30 of each calendar
year, the National Taxpayer Advocate
shall report to the Committee on Ways and
Means of the House of Representatives and
the Committee on Finance of the Senate
on the objectives of the Office of the Tax-
payer Advocate for the fiscal year begin-
ning in such calendar year. Any such re-
port shall contain full and substantive
analysis, in addition to statistical infor-
mation.

(ii) Activities

Not later than December 31 of each cal-
endar year, the National Taxpayer Advo-
cate shall report to the Committee on
Ways and Means of the House of Rep-
resentatives and the Committee on Fi-
nance of the Senate on the activities of
the Office of the Taxpayer Advocate dur-
ing the fiscal year ending during such cal-
endar year. Any such report shall contain
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full and substantive analysis, in addition
to statistical information, and shall—

(I) identify the initiatives the Office of
the Taxpayer Advocate has taken on im-
proving taxpayer services and Internal
Revenue Service responsiveness;

(IT) contain recommendations received
from individuals with the authority to
issue Taxpayer Assistance Orders under
section 7811;

(ITT) contain a summary of at least 20
of the most serious problems encoun-
tered by taxpayers, including a descrip-
tion of the nature of such problems;

(IV) contain an inventory of the items
described in subclauses (I), (II), and (III)
for which action has been taken and the
result of such action;

(V) contain an inventory of the items
described in subclauses (I), (IT), and (III)
for which action remains to be com-
pleted and the period during which each
item has remained on such inventory;

(VI) contain an inventory of the items
described in subclauses (I), (II), and (III)
for which no action has been taken, the
period during which each item has re-
mained on such inventory, the reasons
for the inaction, and identify any Inter-
nal Revenue Service official who is re-
sponsible for such inaction;

(VII) identify any Taxpayer Assistance
Order which was not honored by the In-
ternal Revenue Service in a timely man-
ner, as specified under section 7811(b);

(VIII) contain recommendations for
such administrative and legislative ac-
tion as may be appropriate to resolve
problems encountered by taxpayers;

(IX) identify areas of the tax law that
impose significant compliance burdens
on taxpayers or the Internal Revenue
Service, including specific recommenda-
tions for remedying these problems;

(X) identify the 10 most litigated is-
sues for each category of taxpayers, in-
cluding recommendations for mitigating
such disputes; and

(XI) include such other information as
the National Taxpayer Advocate may
deem advisable.

(iii) Report to be submitted directly

Each report required under this subpara-
graph shall be provided directly to the
committees described in clause (i) without
any prior review or comment from the
Commissioner, the Secretary of the Treas-
ury, the Oversight Board, any other officer
or employee of the Department of the
Treasury, or the Office of Management and
Budget.

(iv) Coordination with report of Treasury
Inspector General for Tax Administra-
tion

To the extent that information required
to be reported under clause (ii) is also re-
quired to be reported under paragraph (1)
or (2) of subsection (d) by the Treasury In-
spector General for Tax Administration,
the National Taxpayer Advocate shall not
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contain such information in the report
submitted under such clause.

(C) Other responsibilities

The National Taxpayer Advocate shall—

(i) monitor the coverage and geographic
allocation of local offices of taxpayer ad-
vocates;

(ii) develop guidance to be distributed to
all Internal Revenue Service officers and
employees outlining the criteria for refer-
ral of taxpayer inquiries to local offices of
taxpayer advocates;

(iii) ensure that the local telephone
number for each local office of the tax-
payer advocate is published and available
to taxpayers served by the office; and

(iv) in conjunction with the Commis-
sioner, develop career paths for local tax-
payer advocates choosing to make a career
in the Office of the Taxpayer Advocate.

(D) Personnel actions
(i) In general

The National Taxpayer Advocate shall
have the responsibility and authority to—
(I) appoint local taxpayer advocates
and make available at least 1 such advo-
cate for each State; and
(IT) evaluate and take personnel ac-
tions (including dismissal) with respect
to any employee of any local office of a
taxpayer advocate described in subclause
(D).

(ii) Consultation

The National Taxpayer Advocate may
consult with the appropriate supervisory
personnel of the Internal Revenue Service
in carrying out the National Taxpayer Ad-
vocate’s responsibilities under this sub-
paragraph.

(3) Responsibilities of Commissioner

The Commissioner shall establish procedures
requiring a formal response to all recom-
mendations submitted to the Commissioner by
the National Taxpayer Advocate within 3
months after submission to the Commissioner.

(4) Operation of local offices
(A) In general

Each local taxpayer advocate—

(i) shall report to the National Taxpayer
Advocate or delegate thereof;

(ii) may consult with the appropriate su-
pervisory personnel of the Internal Reve-
nue Service regarding the daily operation
of the local office of the taxpayer advo-
cate;

(iii) shall, at the initial meeting with
any taxpayer seeking the assistance of a
local office of the taxpayer advocate, no-
tify such taxpayer that the taxpayer advo-
cate offices operate independently of any
other Internal Revenue Service office and
report directly to Congress through the
National Taxpayer Advocate; and

(iv) may, at the taxpayer advocate’s dis-
cretion, not disclose to the Internal Reve-
nue Service contact with, or information
provided by, such taxpayer.
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(B) Maintenance of independent communica-
tions

Each local office of the taxpayer advocate
shall maintain a separate phone, facsimile,
and other electronic communication access,
and a separate post office address.

(d) Additional duties of the Treasury Inspector

General for Tax Administration
(1) Annual reporting

The Treasury Inspector General for Tax Ad-
ministration shall include in one of the semi-
annual reports under section 5 of the Inspector
General Act of 1978—

(A) an evaluation of the compliance of the

Internal Revenue Service with—

(i) restrictions under section 1204 of the
Internal Revenue Service Restructuring
and Reform Act of 1998 on the use of en-
forcement statistics to evaluate Internal
Revenue Service employees;

(ii) restrictions under section 7521 on di-
rectly contacting taxpayers who have indi-
cated that they prefer their representa-
tives be contacted;

(iii) required procedures under section
6320 upon the filing of a notice of a lien;

(iv) required procedures under sub-
chapter D of chapter 64 for seizure of prop-
erty for collection of taxes, including re-
quired procedures under section 6330 re-
garding levies; and

(v) restrictions under section 3707 of the
Internal Revenue Service Restructuring
and Reform Act of 1998 on designation of
taxpayers;

(B) a review and a certification of whether
or not the Secretary is complying with the
requirements of section 6103(e)(8) to disclose
information to an individual filing a joint
return on collection activity involving the
other individual filing the return;

(C) information regarding extensions of
the statute of limitations for assessment
and collection of tax under section 6501 and
the provision of notice to taxpayers regard-
ing requests for such extension;

(D) an evaluation of the adequacy and se-
curity of the technology of the Internal Rev-
enue Service;

(E) any termination or mitigation under
section 1203 of the Internal Revenue Service
Restructuring and Reform Act of 1998;

(F) information regarding improper denial
of requests for information from the Inter-
nal Revenue Service identified under para-
graph (3)(A); and

(G) information regarding any administra-
tive or civil actions with respect to viola-
tions of the fair debt collection provisions of
section 6304, including—

(i) a summary of such actions initiated
since the date of the last report; and

(ii) a summary of any judgments or
awards granted as a result of such actions.

(2) Semiannual reports

(A) IN GENERAL.—The Treasury Inspector
General for Tax Administration shall include
in each semiannual report under section 5 of
the Inspector General Act of 1978—
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(i) the number of taxpayer complaints dur-
ing the reporting period;

(ii) the number of employee misconduct
and taxpayer abuse allegations received by
the Internal Revenue Service or the Inspec-
tor General during the period from tax-
payers, Internal Revenue Service employees,
and other sources;

(iii) a summary of the status of such com-
plaints and allegations; and

(iv) a summary of the disposition of such
complaints and allegations, including the
outcome of any Department of Justice ac-
tion and any monies paid as a settlement of
such complaints and allegations.

(B) Clauses (iii) and (iv) of subparagraph (A)
shall only apply to complaints and allegations
of serious employee misconduct.

(3) Other responsibilities

The Treasury Inspector General for Tax Ad-
ministration shall—

(A) conduct periodic audits of a statis-
tically valid sample of the total number of
determinations made by the Internal Reve-
nue Service to deny written requests to dis-
close information to taxpayers on the basis
of section 6103 of this title or section
552(b)(7) of title 5, United States Code; and

(B) establish and maintain a toll-free tele-
phone number for taxpayers to use to con-
fidentially register complaints of mis-
conduct by Internal Revenue Service em-
ployees and incorporate the telephone num-
ber in the statement required by section 6227
of the Omnibus Taxpayer Bill of Rights (In-
ternal Revenue Service Publication No. 1).

(Aug. 16, 1954, ch. 736, 68A Stat. 915; Pub. L.
92-310, title II, §230(e), June 6, 1972, 86 Stat. 209;
Pub. L. 94-455, title XIX, §1906(a)(568), (b)(13)(A),
Oct. 4, 1976, 90 Stat. 1833, 1834; Pub. L. 105-206,
title I, §1102(a), July 22, 1998, 112 Stat. 697.)

REFERENCES IN TEXT

The internal revenue laws, referred to in subsec.
(a)(2)(A), are classified generally to this title.

The provisions of title 5 relating to appointments in
the competitive service and the Senior Executive Serv-
ice, referred to in subsec. (¢c)(1)(B)(ii), are classified
generally to section 3301 et seq. of Title 5, Government
Organization and Employees.

Section 5 of the Inspector General Act of 1978, re-
ferred to in subsec. (d)(1), (2)(A), is section 5 of Pub. L.
95-452, which is set out in the Appendix to Title 5, Gov-
ernment Organization and Employees.

Sections 1203, 1204, and 3707 of the Internal Revenue
Service Restructuring and Reform Act of 1998, referred
to in subsec. (d)(1)(A)({), (v), (E), are sections 1203, 1204,
and 3707 of Pub. L. 105-206, which are set out as notes
under sections 7804, 7804, and 6651, respectively, of this
title.

Section 6227 of the Omnibus Taxpayer Bill of Rights,
referred to in subsec. (d)(3)(B), is section 6227 of Pub. L.
100-647, which is set out as a note under section 7801 of
this title.

AMENDMENTS

1998—Pub. L. 105-206 amended section catchline and
text generally, substituting present provisions for pro-
visions which: in subsec. (a), authorized appointment of
persons for administration and enforcement of internal
revenue laws; in subsec. (b), directed Secretary to de-
termine and designate posts of duty of employees in
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field service, and authorized Secretary to order such
employees to duty within and outside District of Co-
lumbia; and in subsec. (c), directed Secretary to issue
notice and demand for failure to account for and pay
over money or property collected in connection with
internal revenue laws, and deemed amount so de-
manded to be imposed and assessed upon the officer or
employee upon the date of such notice and demand. See
section 7804 of this title.

1976—Subsecs. (a), (b), (c). Pub. L. 94-455, §1906(b)
(13)(A), struck out ‘‘or his delegate’ after ‘‘Secretary’’
wherever appearing.

Subsecs. (¢), (d). Pub. L. 94-455, §1906(a)(58), redesig-
nated subsec. (d) as (c).

1972—Subsec. (¢). Pub. L. 92-310 repealed subsec. (c)
which related to bonds of officers and employees.

CHANGE OF NAME

Committee on Government Reform and Oversight of
House of Representatives changed to Committee on
Government Reform of House of Representatives by
House Resolution No. 5, One Hundred Sixth Congress,
Jan. 6, 1999.

EFFECTIVE DATE OF 1998 AMENDMENT

Pub. L. 105-206, title I, §1102(f), July 22, 1998, 112 Stat.
705, provided that:

‘(1) IN GENERAL.—Except as provided in paragraph (2),
the amendments made by this section [amending this
section, sections 6212, 6323, 6343, 7611, and 7811 of this
title, and section 5109 of Title 5, Government Organiza-
tion and Employees] shall take effect on the date of the
enactment of this Act [July 22, 1998].

‘“(2) CHIEF COUNSEL.—Section 7803(b)(3) of the Internal
Revenue Code of 1986, as added by this section, shall
take effect on the date that is 90 days after the date of
the enactment of this Act.

““(3) NATIONAL TAXPAYER ADVOCATE.—Notwithstand-
ing section 7803(c)(1)(B)(iv) of such Code, as added by
this section, in appointing the first National Taxpayer
Advocate after the date of the enactment of this Act,
the Secretary of the Treasury—

‘“(A) shall not appoint any individual who was an
officer or employee of the Internal Revenue Service
at any time during the 2-year period ending on the
date of appointment; and

‘“(B) need not consult with the Internal Revenue
Service Oversight Board if the Oversight Board has
not been appointed.

‘‘(4) CURRENT OFFICERS.—

“(A) In the case of an individual serving as Com-
missioner of Internal Revenue on the date of the en-
actment of this Act who was appointed to such posi-
tion before such date, the 5-year term required by
section 7803(a)(1) of such Code, as added by this sec-
tion, shall begin as of the date of such appointment.

“(B) Clauses (ii), (ii), and (v) of section
7803(c)(1)(B) of such Code, as added by this section,
shall not apply to the individual serving as Taxpayer
Advocate on the date of the enactment of this Act.”

CROSS REFERENCES

Appointment of Chief Counsel of Internal Revenue
Service, see section 301(f)(2) of Title 31, Money and Fi-
nance.

Compensation of Commissioner, see section 5314 of
Title 5, Government Organization and Employees.

Definition of Commissioner, see section 7701 of this
title.

§7804. Other personnel

(a) Appointment and supervision

Unless otherwise prescribed by the Secretary,
the Commissioner of Internal Revenue is au-
thorized to employ such number of persons as
the Commissioner deems proper for the adminis-
tration and enforcement of the internal revenue
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laws, and the Commissioner shall issue all nec-
essary directions, instructions, orders, and rules
applicable to such persons.

(b) Posts of duty of employees in field service or
traveling

Unless Sec-

retary—
(1) Designation of post of duty

The Commissioner shall determine and des-
ignate the posts of duty of all such persons en-
gaged in field work or traveling on official
business outside of the District of Columbia.

otherwise prescribed by the

(2) Detail of personnel from field service

The Commissioner may order any such per-
son engaged in field work to duty in the Dis-
trict of Columbia, for such periods as the Com-
missioner may prescribe, and to any des-
ignated post of duty outside the District of Co-
lumbia upon the completion of such duty.

(c) Delinquent Internal Revenue officers and em-
ployees

If any officer or employee of the Treasury De-
partment acting in connection with the internal
revenue laws fails to account for and pay over
any amount of money or property collected or
received by him in connection with the internal
revenue laws, the Secretary shall issue notice
and demand to such officer or employee for pay-
ment of the amount which he failed to account
for and pay over, and, upon failure to pay the
amount demanded within the time specified in
such notice, the amount so demanded shall be
deemed imposed upon such officer or employee
and assessed upon the date of such notice and
demand, and the provisions of chapter 64 and all
other provisions of law relating to the collection
of assessed taxes shall be applicable in respect of
such amount.

(Aug. 16, 1954, ch. 736, 68A Stat. 916; Pub. L.
94-455, title XIX, §1906(b)(13)(A), Oct. 4, 1976, 90
Stat. 1834; Pub. L. 105-206, title I, §1104(a), July
22, 1998, 112 Stat. 710.)

REFERENCES IN TEXT

The internal revenue laws, referred to in subsecs. (a)
and (c), are classified generally to this title.

AMENDMENTS

1998—Pub. L. 105-206 amended section catchline and
text generally, substituting present provisions for pro-
visions which had declared: in subsec. (a), that provi-
sions of Reorganization Plans No. 26 of 1950 and No. 1
of 1952 should apply to all functions vested by this title,
or by any act amending this title in any officer, em-
ployee, or agency of the Department; and in subsec. (b),
that nothing in such Reorganization Plans should be
considered to impair existing rights and remedies, that
for the purpose of any action to recover tax all stat-
utes, rules, and regulations referring to collector of in-
ternal revenue, principal officer for internal revenue
district, or Secretary, should be deemed to refer to offi-
cer whose acts gave rise to such action, and that venue
of any such action should be the same as under existing
law.

1976—Pub. L. 94-455 struck out ‘‘or his delegate’ after
“Secretary’’.

EFFECTIVE DATE OF 1998 AMENDMENT

Pub. L. 105-206, title I, §1104(c), July 22, 1998, 112 Stat.
710, provided that: ‘“The amendments made by this sec-
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tion [amending this section and section 6344 of this
title] shall take effect on the date of the enactment of
this Act [July 22, 1998].”

TERMINATION OF EMPLOYMENT FOR MISCONDUCT

Pub. L. 105-206, title I, §1203, July 22, 1998, 112 Stat.
720, provided that:

‘‘(a) IN GENERAL.—Subject to subsection (c), the Com-
missioner of Internal Revenue shall terminate the em-
ployment of any employee of the Internal Revenue
Service if there is a final administrative or judicial de-
termination that such employee committed any act or
omission described under subsection (b) in the perform-
ance of the employee’s official duties. Such termi-
nation shall be a removal for cause on charges of mis-
conduct.

‘““(b) ACTs OR OMISSIONS.—The acts or omissions re-
ferred to under subsection (a) are—

(1) willful failure to obtain the required approval
signatures on documents authorizing the seizure of a
taxpayer’s home, personal belongings, or business as-
sets;

“(2) providing a false statement under oath with re-
spect to a material matter involving a taxpayer or
taxpayer representative;

“(3) with respect to a taxpayer, taxpayer represent-
ative, or other employee of the Internal Revenue
Service, the violation of—

“(A) any right under the Constitution of the

United States; or

‘(B) any civil right established under—

‘(i) title VI or VII of the Civil Rights Act of
1964 [42 U.S.C. 2000d et seq., 2000e et seq.];

“(ii) title IX of the Education Amendments of
1972 [20 U.S.C. 1681 et seq.];

‘‘(iii) the Age Discrimination in Employment
Act of 1967 [29 U.S.C. 621 et seq.];

‘“(iv) the Age Discrimination Act of 1975 [42
U.S.C. 6101 et seq.];

‘“(v) section 501 or 504 of the Rehabilitation Act
of 1973 [29 U.S.C. 791, 794]; or

‘“(vi) title I of the Americans with Disabilities
Act of 1990 [42 U.S.C. 12111 et seq.];

‘“(4) falsifying or destroying documents to conceal
mistakes made by any employee with respect to a
matter involving a taxpayer or taxpayer representa-
tive;

‘() assault or battery on a taxpayer, taxpayer rep-
resentative, or other employee of the Internal Reve-
nue Service, but only if there is a criminal convic-
tion, or a final judgment by a court in a civil case,
with respect to the assault or battery;

‘“(6) violations of the Internal Revenue Code of 1986,
Department of Treasury regulations, or policies of
the Internal Revenue Service (including the Internal
Revenue Manual) for the purpose of retaliating
against, or harassing, a taxpayer, taxpayer represent-
ative, or other employee of the Internal Revenue
Service;

(7 willful misuse of the provisions of section 6103
of the Internal Revenue Code of 1986 for the purpose
of concealing information from a congressional in-
quiry;

‘(8) willful failure to file any return of tax required
under the Internal Revenue Code of 1986 on or before
the date prescribed therefor (including any exten-
sions), unless such failure is due to reasonable cause
and not to willful neglect;

‘4(9) willful understatement of Federal tax liability,
unless such understatement is due to reasonable
cause and not to willful neglect; and

‘“(10) threatening to audit a taxpayer for the pur-
pose of extracting personal gain or benefit.

“‘(c) DETERMINATION OF COMMISSIONER.—

(1) IN GENERAL.—The Commissioner of Internal
Revenue may take a personnel action other than ter-
mination for an act or omission under subsection (a).

‘(2) DISCRETION.—The exercise of authority under
paragraph (1) shall be at the sole discretion of the
Commissioner of Internal Revenue and may not be
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delegated to any other officer. The Commissioner of

Internal Revenue, in his sole discretion, may estab-

lish a procedure which will be used to determine

whether an individual should be referred to the Com-
missioner of Internal Revenue for a determination by

the Commissioner under paragraph (1).

‘“(3) NO APPEAL.—Any determination of the Com-
missioner of Internal Revenue under this subsection
may not be appealed in any administrative or judicial
proceeding.

‘‘(d) DEFINITION.—For purposes of the provisions de-
scribed in clauses (i), (ii), and (iv) of subsection
(b)(3)(B), references to a program or activity receiving
Federal financial assistance or an education program
or activity receiving Federal financial assistance shall
include any program or activity conducted by the In-
ternal Revenue Service for a taxpayer.”’

EMPLOYEE TRAINING PROGRAM

Pub. L. 105-206, title I, §1205, July 22, 1998, 112 Stat.
722, provided that:

‘‘(a) IN GENERAL.—Not later than 180 days after the
date of the enactment of this Act [July 22, 1998], the
Commissioner of Internal Revenue shall implement an
employee training program and shall submit an em-
ployee training plan to the Committee on Finance of
the Senate and the Committee on Ways and Means of
the House of Representatives.

“‘(b) CONTENTS.—The plan submitted under subsection
(a) shall—

‘(1) detail a comprehensive employee training pro-
gram to ensure adequate customer service training;

‘(2) detail a schedule for training and the fiscal
years during which the training will occur;

““(3) detail the funding of the program and relevant
information to demonstrate the priority and commit-
ment of resources to the plan;

‘“(4) review the organizational design of customer
service;

‘(5) provide for the implementation of a perform-
ance development system; and

¢“(6) provide for at least 16 hours of conflict manage-
ment training during fiscal year 1999 for employees
conducting collection activities.”

CATALOGING COMPLAINTS

Pub. L. 105-206, title III, §3701, July 22, 1998, 112 Stat.
776, provided that: ‘‘In collecting data for the report re-
quired under section 1211 of the Taxpayer Bill of Rights
2 (Public Law 104-168) [set out below], the Secretary of
the Treasury or the Secretary’s delegate shall, not
later than January 1, 2000, maintain records of tax-
payer complaints of misconduct by Internal Revenue
Service employees on an individual employee basis.”

USE OF PSEUDONYMS BY INTERNAL REVENUE SERVICE
EMPLOYEES

Pub. L. 105206, title III, §3706, July 22, 1998, 112 Stat.
778, provided that:

‘‘(a) IN GENERAL.—ANny employee of the Internal Rev-
enue Service may use a pseudonym only if—

‘(1) adequate justification for the use of a pseudo-
nym is provided by the employee, including protec-
tion of personal safety; and

‘(2) such use is approved by the employee’s super-
visor before the pseudonym is used.

‘““(b) EFFECTIVE DATE.—Subsection (a) shall apply to
requests made after the date of the enactment of this
Act [July 22, 1998].”

REPORTS ON MISCONDUCT OF IRS EMPLOYEES

Pub. L. 104-168, title XII, §1211, July 30, 1996, 110 Stat.
1474, provided that: ‘“On or before June 1 of each cal-
endar year after 1996, the Secretary of the Treasury
shall submit to the Committee on Ways and Means of
the House of Representatives and the Committee on Fi-
nance of the Senate a report on—

‘(1) all categories of instances involving the mis-
conduct of employees of the Internal Revenue Service
during the preceding calendar year, and
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‘“(2) the disposition during the preceding calendar
year of any such instances (without regard to the
year of the misconduct).”

TAXPAYERS' RIGHTS, COURTESY AND CROSS-CULTURAL
RELATIONS TRAINING

Pub. L. 106-58, title I, §102, Sept. 29, 1999, 113 Stat. 437,
provided that: ‘“The Internal Revenue Service shall
maintain a training program to ensure that Internal
Revenue Service employees are trained in taxpayers’
rights, in dealing courteously with the taxpayers, and
in cross-cultural relations.”

Similar provisions were contained in the following
prior appropriation acts:

Pub. L. 105-277, div. A, §101(h) [title I, §102], Oct. 21,
1998, 112 Stat. 2681-480, 2681-488.

Pub. L. 105-61, title I, §102, Oct. 10, 1997, 111 Stat. 1281.

Pub. L. 104-208, div. A, title I, §101(f) [title I, §102],
Sept. 30, 1996, 110 Stat. 3009-314, 3009-323.

Pub. L. 104-52, title I, §2, Nov. 19, 1995, 109 Stat. 474.

Pub. L. 103-329, title I, §2, Sept. 30, 1994, 108 Stat. 2388.

Pub. L. 103-123, title I, §2, Oct. 28, 1993, 107 Stat. 1232.

Pub. L. 102-393, title I, §2, Oct. 6, 1992, 106 Stat. 1735.

BASIS FOR EVALUATION OF INTERNAL REVENUE SERVICE
EMPLOYEES

Pub. L. 105-206, title I, §1204, July 22, 1998, 112 Stat.
722, provided that:

‘‘(a) IN GENERAL.—The Internal Revenue Service shall
not use records of tax enforcement results—

‘(1) to evaluate employees; or
‘(2) to impose or suggest production quotas or
goals with respect to such employees.

‘“(b) TAXPAYER SERVICE.—The Internal Revenue Serv-
ice shall use the fair and equitable treatment of tax-
payers by employees as one of the standards for evalu-
ating employee performance.

““(c) CERTIFICATION.—Each appropriate supervisor
shall certify quarterly by letter to the Commissioner of
Internal Revenue whether or not tax enforcement re-
sults are being used in a manner prohibited by sub-
section (a).

¢(d) TECHNICAL AND CONFORMING AMENDMENT.—[Re-
pealed section 6231 of Pub. L. 100-647, set out below.]

‘““(e) EFFECTIVE DATE.—This section shall apply to
evaluations conducted on or after the date of the enact-
ment of this Act [July 22, 1998].”

Pub. L. 100-647, title VI, §6231, Nov. 10, 1988, 102 Stat.
3734, prohibited Internal Revenue Service use of records
of tax enforcement results to evaluate employees or to
impose or suggest production quotas or goals, and re-
quired quarterly certification that results had not been
used in prohibited manner, prior to repeal by Pub. L.
105206, title I, §1204(d), July 22, 1998, 112 Stat. 722.

SENSE OF CONGRESS AS TO INCREASED INTERNAL REVE-
NUE SERVICE FUNDING FOR TAXPAYER ASSISTANCE
AND ENFORCEMENT

Pub. L. 100-203, title X, §10622, Dec. 22, 1987, 101 Stat.
1330-452, provided that:
‘‘(a) FINDINGS.—The Congress hereby finds that—

‘(1) the Internal Revenue Service estimates that
the amount of taxes owed for 1986 will exceed the
amount of taxes collected for such year by $100 bil-
lion;

‘“(2) the current taxpayer compliance rate stands at
81.5 percent;

“(3) the tax gap can be significantly reduced by en-
hancing taxpayer assistance services and enforce-
ment; and

‘“(4) the Appropriations Committee of the House of
Representatives, in its fiscal year 1988 Internal Reve-
nue Service appropriation, took a step in the direc-
tion of providing additional funding for taxpayer as-
sistance and enforcement efforts.

‘“(b) It is the sense of the Congress that:

‘(1) The Congress increase outlays for the Internal
Revenue Service in fiscal year 1989 and fiscal year
1990 in the areas of taxpayer assistance and enforce-
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ment by $.7 billion in fiscal year 1989 for a revenue
total of $3.2 billion and by $.8 billion in fiscal year
1990 for a revenue total of $4.4 billion. The net reve-
nue increase would be $2.5 billion in fiscal year 1989
and $3.6 billion in fiscal year 1990, or a net revenue in-
crease over the House Appropriations Committee rec-
ommendations of $.4 billion in fiscal year 1989 and $1.3
billion in fiscal year 1990.

‘“(2) The Internal Revenue Service offer improved
taxpayer assistance and enforcement efforts by using
the aforementioned outlays in areas recommended
by, or consistent with the recommendations of, the
‘Dorgan Task Force Report’. Taxpayer assistance ef-
forts would include providing expanded taxpayer edu-
cation programs, instituting pilot programs of tax-
mobiles in rural areas, and upgrading the quality of
telephone assistance. Taxpayer enforcement efforts
would include raising the audit rate from 1.1 percent
toward 2.5 percent, restoring resources to criminal in-
vestigations, and the collection of delinquent ac-
counts.

‘“(3) The Congress should undertake an experi-
mental multiyear authorization and 2-year appropria-
tion for the Internal Revenue Service consistent with
the recommendations in Public Law 100-119, section
201 (Increasing the Statutory Limit on the Public
Debt) [2 U.S.C. 621 note].

‘“(4) Increased funding should be provided for com-
pilation and analysis of statistics of income and re-
search.

The Internal Revenue Service must issue a report on
the extent of the tax gap and the measures that could
be undertaken to decrease the tax gap. The report must
utilize more current data than has been utilized re-
cently. The report must be issued by April 15, 1989. The
Internal Revenue Service must also report annually on
the improvements being made in the audit rate, tax-
payer assistance, and enforcement efforts.”

TAX COUNSELING FOR THE ELDERLY

Pub. L. 95-600, title I, §163, Nov. 6, 1978, 92 Stat. 2810,
as amended by Pub. L. 99-514, §2, Oct. 22, 1986, 100 Stat.
2095, provided that:

‘‘(a) TRAINING AND TECHNICAL ASSISTANCE.—

‘(1) AGREEMENTS.—The Secretary, through the In-
ternal Revenue Service, is authorized to enter into
agreements with private or public nonprofit agencies
or organizations for the purpose of providing training
and technical assistance to prepare volunteers to pro-
vide tax counseling assistance for elderly individuals
in the preparation of their Federal income tax re-
turns.

‘(2) OTHER ASSISTANCE.—In addition to any other
forms of technical assistance provided under this sec-
tion, the Secretary may provide—

““(A) preferential access to Internal Revenue
Service taxpayer service representatives for the
purpose of making available technical information
needed during the course of the volunteers’ work;

‘“(B) material to be used in making elderly per-
sons aware of the availability of assistance under
volunteer taxpayer assistance programs under this
section; and

‘“(C) technical materials and publications to be
used by such volunteers.

‘“(b) POWERS OF THE SECRETARY.—In carrying out his
responsibilities under this section, the Secretary is au-
thorized—

‘(1) to provide assistance to organizations which
demonstrate, to the satisfaction of the Secretary,
that their volunteers are adequately trained and
competent to render effective tax counseling to the
elderly;

‘(2) to provide for the training of such volunteers,
and to assist in such training, to insure that such vol-
unteers are qualified to provide tax counseling assist-
ance to elderly individuals;

“(3) to provide reimbursement to volunteers
through such organizations for transportation, meals,
and other expenses incurred by them in training or
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providing tax counseling assistance under this sec-

tion, and such other support and assistance as he de-

termines to be appropriate in carrying out the provi-
sions of this section;

‘“(4) to provide for the use of services, personnel,
and facilities of Federal executive agencies and of
State and local public agencies with their consent,
with or without reimbursement therefor; and

‘“(5) to prescribe such rules and regulations as he
deems necessary to carry out the provisions of this
section.

“(c) EMPLOYMENT OF VOLUNTEERS.—

‘(1) IN GENERAL.—Service as a volunteer in any pro-
gram carried out under this section shall not be con-
sidered service as an employee of the United States.
Volunteers under such a program shall not be consid-
ered Federal employees and shall not be subject to
the provisions of law relating to Federal employ-
ment, except that the provisions of section 1905 of
title 18, United States Code, shall apply to volunteers
as if they were employees of the United States.

‘(2) EXPENSES.—Amounts received by volunteers
serving in any program carried out under this section
as reimbursement for expenses are exempt from tax-
ation under chapters 1 and 21 of the Internal Revenue
Code of 1986 [formerly I.R.C. 1954].

“(d) PUBLICITY RELATING TO INCOME TAX PROVISIONS
PARTICULARLY IMPORTANT TO THE ELDERLY.—The Sec-
retary shall, from time to time, undertake to direct the
attention of elderly individuals to those provisions of
the Internal Revenue Code of 1986 which are particu-
larly important to taxpayers who are elderly individ-
uals, such as the provisions of section 37 (relating to
credit for the elderly) and section 121 (relating to one-
time exclusion of gain from sale of principal residence)
of the Internal Revenue Code of 1986.

‘‘(e) DEFINITIONS.—For purposes of this section—

‘(1) The term ‘Secretary’ means the Secretary of
the Treasury or his delegate.

‘“(2) The term ‘elderly individual’ means an individ-
ual who has attained the age of 60 years as of the
close of his taxable year.

“(3) The term ‘Federal income tax return’ means
any return required under chapter 61 of the Internal
Revenue Code of 1986 with respect to the tax imposed
on an individual under chapter 1 of such Code.

“(f) AUTHORIZATION OF APPROPRIATIONS.—There are
authorized to be appropriated for the purpose of carry-
ing out the provisions of this section $2,500,000 for the
fiscal year ending September 30, 1979, and $3,500,000 for
the fiscal year ending September 30, 1980."’

CROSS REFERENCES

Jurisdiction of district courts, concurrently with
state courts, of actions on official bonds of internal
revenue officers or employees, see section 7402 of this
title.

Other provisions for bonds, see section 7103 of this
title.

Repayments to officers and employees, see section
7423 of this title.

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 6344 of this title.

§7805. Rules and regulations
(a) Authorization

Except where such authority is expressly
given by this title to any person other than an
officer or employee of the Treasury Department,
the Secretary shall prescribe all needful rules
and regulations for the enforcement of this title,
including all rules and regulations as may be
necessary by reason of any alteration of law in
relation to internal revenue.

(b) Retroactivity of regulations

(1) In general

Except as otherwise provided in this sub-
section, no temporary, proposed, or final regu-
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lation relating to the internal revenue laws
shall apply to any taxable period ending before
the earliest of the following dates:

(A) The date on which such regulation is
filed with the Federal Register.

(B) In the case of any final regulation, the
date on which any proposed or temporary
regulation to which such final regulation re-
lates was filed with the Federal Register.

(C) The date on which any notice substan-
tially describing the expected contents of
any temporary, proposed, or final regulation
is issued to the public.

(2) Exception for promptly issued regulations

Paragraph (1) shall not apply to regulations
filed or issued within 18 months of the date of
the enactment of the statutory provision to
which the regulation relates.

(3) Prevention of abuse

The Secretary may provide that any regula-
tion may take effect or apply retroactively to
prevent abuse.

(4) Correction of procedural defects

The Secretary may provide that any regula-
tion may apply retroactively to correct a pro-
cedural defect in the issuance of any prior reg-
ulation.

(5) Internal regulations

The limitation of paragraph (1) shall not
apply to any regulation relating to internal
Treasury Department policies, practices, or
procedures.

(6) Congressional authorization

The limitation of paragraph (1) may be su-
perseded by a legislative grant from Congress
authorizing the Secretary to prescribe the ef-
fective date with respect to any regulation.

(7) Election to apply retroactively

The Secretary may provide for any taxpayer
to elect to apply any regulation before the
dates specified in paragraph (1).

(8) Application to rulings

The Secretary may prescribe the extent, if
any, to which any ruling (including any judi-
cial decision or any administrative determina-
tion other than by regulation) relating to the
internal revenue laws shall be applied without
retroactive effect.

(c) Preparation and distribution of regulations,
forms, stamps, and other matters

The Secretary shall prepare and distribute all
the instructions, regulations, directions, forms,
blanks, stamps, and other matters pertaining to
the assessment and collection of internal reve-
nue.

(d) Manner of making elections prescribed by
Secretary

Except to the extent otherwise provided by
this title, any election under this title shall be
made at such time and in such manner as the
Secretary shall prescribe.

(e) Temporary regulations
(1) Issuance
Any temporary regulation issued by the Sec-
retary shall also be issued as a proposed regu-
lation.
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(2) 3-year duration

Any temporary regulation shall expire with-
in 3 years after the date of issuance of such
regulation.

(f) Review of impact of regulations on small busi-
ness
(1) Submissions to Small Business Administra-
tion

After publication of any proposed or tem-
porary regulation by the Secretary, the Sec-
retary shall submit such regulation to the
Chief Counsel for Advocacy of the Small Busi-
ness Administration for comment on the im-
pact of such regulation on small business. Not
later than the date 4 weeks after the date of
such submission, the Chief Counsel for Advo-
cacy shall submit comments on such regula-
tion to the Secretary.

(2) Consideration of comments

In prescribing any final regulation which su-
persedes a proposed or temporary regulation
which had been submitted under this sub-
section to the Chief Counsel for Advocacy of
the Small Business Administration—

(A) the Secretary shall consider the com-
ments of the Chief Counsel for Advocacy on
such proposed or temporary regulation, and

(B) the Secretary shall discuss any re-
sponse to such comments in the preamble of
such final regulation.

(3) Submission of certain final regulations

In the case of the promulgation by the Sec-
retary of any final regulation (other than a
temporary regulation) which does not super-
sede a proposed regulation, the requirements
of paragraphs (1) and (2) shall apply; except
that—

(A) the submission under paragraph (1)
shall be made at least 4 weeks before the
date of such promulgation, and

(B) the consideration (and discussion) re-
quired under paragraph (2) shall be made in
connection with the promulgation of such
final regulation.

(Aug. 16, 1954, ch. 736, 68A Stat. 917, Pub. L.
94-455, title XIX, §1906(b)(13)(A), Oct. 4, 1976, 90
Stat. 1834; Pub. L. 98-369, div. A, title I, §43(b),
July 18, 1984, 98 Stat. 558; Pub. L. 100-647, title
VI, §6232(a), Nov. 10, 1988, 102 Stat. 3734; Pub. L.
101-508, title XI, §11621(a), Nov. 5, 1990, 104 Stat.
1388-503; Pub. L. 104-168, title XI, §1101(a), July
30, 1996, 110 Stat. 1468; Pub. L. 105-206, title III,
§3704, July 22, 1998, 112 Stat. 777.)

REFERENCES IN TEXT

The internal revenue laws, referred to in subsec.
(b)(1), (8), are classified generally to this title.

AMENDMENTS

1998—Subsec. (d). Pub. L. 105-206 struck out ‘‘by regu-
lations or forms’ before ‘‘prescribe’’.

1996—Subsec. (b). Pub. L. 104-168 struck out ‘‘or rul-
ings’ after ‘‘regulations’ in heading and amended text
generally. Prior to amendment, text read as follows:
“The Secretary may prescribe the extent, if any, to
which any ruling or regulation, relating to the internal
revenue laws, shall be applied without retroactive ef-
fect.”

1990—Subsec. (f). Pub. L. 101-508 substituted heading
for one which read ‘“‘Impact of regulations on small



Page 3135

business reviewed’” and amended text generally. Prior
to amendment, text read as follows: ‘“‘After the publica-
tion of any proposed regulation by the Secretary and
before the promulgation of any final regulation by the
Secretary which does not supersede a proposed regula-
tion, the Secretary shall submit such regulation to the
Administrator of the Small Business Administration
for comment on the impact of such regulation on small
business. The Administrator shall have 4 weeks from
the date of submission to respond.”’

1988—Subsecs. (e), (f). Pub. L. 100-647 added subsecs.
(e) and (D).

1984—Pub. L. 98-369 added subsec. (d).

1976—Pub. L. 94-455 struck out ‘‘or his delegate’’ after
‘“Secretary’’ wherever appearing.

EFFECTIVE DATE OF 1996 AMENDMENT

Section 1101(b) of Pub. L. 104-168 provided that: ‘“The
amendment made by subsection (a) [amending this sec-
tion] shall apply with respect to regulations which re-
late to statutory provisions enacted on or after the
date of the enactment of this Act [July 30, 1996].”

EFFECTIVE DATE OF 1990 AMENDMENT

Section 11621(b) of Pub. L. 101-508 provided that: ‘“The
amendment made by subsection (a) [amending this sec-
tion] shall apply to regulations issued after the date
which is 30 days after the date of the enactment of this
Act [Nov. 5, 1990].”

EFFECTIVE DATE OF 1988 AMENDMENT

Section 6232(b) of Pub. L. 100-647 provided that: ‘“The
amendments made by this section [amending this sec-
tion] shall apply to any regulation issued after the date
which is 10 days after the date of the enactment of this
Act [Nov. 10, 1988].”

EFFECTIVE DATE OF 1984 AMENDMENT

Amendment by Pub. L. 98-369 applicable to taxable
years ending after July 18, 1984, see section 44 of Pub.
L. 98-369, set out as an Effective Date note under sec-
tion 1271 of this title.

INTERNET AVAILABILITY

Pub. L. 105-206, title II, §2003(d), July 22, 1998, 112
Stat. 725, provided that: “‘In the case of taxable periods
beginning after December 31, 1998, the Secretary of the
Treasury or the Secretary’s delegate shall establish
procedures for all tax forms, instructions, and publica-
tions created in the most recent 5-year period to be
made available electronically on the Internet in a
searchable database at approximately the same time
such records are available to the public in paper form.
In addition, in the case of taxable periods beginning
after December 31, 1998, the Secretary of the Treasury
or the Secretary’s delegate shall, to the extent prac-
ticable, establish procedures for other taxpayer guid-
ance to be made available electronically on the Inter-
net in a searchable database at approximately the same
time such guidance is available to the public in paper
form.”

CROSS REFERENCES
Departmental regulations, see section 301 of Title 5,
Government Organization and Employees.

§ 7806. Construction of title
(a) Cross references

The cross references in this title to other por-
tions of the title, or other provisions of law,
where the word ‘‘see’ is used, are made only for
convenience, and shall be given no legal effect.
(b) Arrangement and classification

No inference, implication, or presumption of

legislative construction shall be drawn or made
by reason of the location or grouping of any par-
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ticular section or provision or portion of this
title, nor shall any table of contents, table of
cross references, or similar outline, analysis, or
descriptive matter relating to the contents of
this title be given any legal effect. The preced-
ing sentence also applies to the sidenotes and
ancillary tables contained in the various prints
of this Act before its enactment into law.

(Aug. 16, 1954, ch. 736, 68A Stat. 917.)
REFERENCES IN TEXT

This Act, referred to in subsec. (b), is act Aug. 16,
1954.

§7807. Rules in effect upon enactment of this
title

(a) Interim provision for administration of title

Until regulations are promulgated under any
provision of this title which depends for its ap-
plication upon the promulgation of regulations
(or which is to be applied in such manner as may
be prescribed by regulations) all instructions,
rules or regulations which are in effect imme-
diately prior to the enactment of this title shall,
to the extent such instructions, rules, or regula-
tions could be prescribed as regulations under
authority of such provision, be applied as if pro-
mulgated as regulations under such provision.

(b) Provisions of this title corresponding to prior
internal revenue laws

(1) Reference to law applicable to prior period

Any provision of this title which refers to
the application of any portion of this title to
a prior period (or which depends upon the ap-
plication to a prior period of any portion of
this title) shall, when appropriate and consist-
ent with the purpose of such provision, be
deemed to refer to (or depend upon the appli-
cation of) the corresponding provision of the
Internal Revenue Code of 1939 or of such other
internal revenue laws as were applicable to
the prior period.

(2) Elections or other acts

If an election or other act under the provi-
sions of the Internal Revenue Code of 1939
would, if this title had not been enacted, be
given effect for a period subsequent to the
date of enactment of this title, and if cor-
responding provisions are contained in this
title, such election or other act shall be given
effect under the corresponding provisions of
this title.

(Aug. 16, 1954, ch. 736, 68A Stat. 917.)
REFERENCES IN TEXT

The Internal Revenue Code of 1939, referred to in sub-
sec. (b), is act Feb. 10, 1939, ch. 2, 53 Stat. 1, as amended.
Prior to the enactment of the Internal Revenue Code of
1986 [formerly I.R.C. 1954], the 1939 Code was classified
to former Title 26, Internal Revenue Code. The Internal
Revenue Code of 1954 was redesignated The Internal
Revenue Code of 1986 by Pub. L. 99-514, §2, Oct. 22, 1986,
100 Stat. 2095. For table of comparisons of the 1939 Code
to the 1986 Code, see Table I preceding section 1 of this
title.

CROSS REFERENCES

Adjustments required by changes in method of ac-
counting, applying subsection (b)(1) of this section, see
section 481 of this title.
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SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 481 of this title.

§ 7808. Depositaries for collections

The Secretary is authorized to designate one
or more depositaries in each State for the de-
posit and safe-keeping of the money collected by
virtue of the internal revenue laws; and the re-
ceipt of the proper officer of such depositary to
the proper officer or employee of the Treasury
Department for the money deposited by him
shall be a sufficient voucher for such Treasury
officer or employee in the settlement of his ac-
counts.

(Aug. 16, 1954, ch. 736, 68A Stat. 918; Pub. L.
94-455, title XIX, §1906(b)(13)(A), Oct. 4, 1976, 90
Stat. 1834.)

REFERENCES IN TEXT

The internal revenue laws, referred to in text, are
classified generally to this title.

AMENDMENTS

1976—Pub. L. 94-455 struck out ‘‘or his delegate’’ after
“Secretary’’.

§7809. Deposit of collections
(a) General rule

Except as provided in subsections (b) and (c)
and in sections 7651, 7652, 7654, and 7810, the
gross amount of all taxes and revenues received
under the provisions of this title, and collec-
tions of whatever nature received or collected
by authority of any internal revenue law, shall
be paid daily into the Treasury of the United
States under instructions of the Secretary as in-
ternal revenue collections, by the officer or em-
ployee receiving or collecting the same, without
any abatement or deduction on account of sal-
ary, compensation, fees, costs, charges, ex-
penses, or claims of any description. A certifi-
cate of such payment, stating the name of the
depositor and the specific account on which the
deposit was made, signed by the Treasurer of the
United States, designated depositary, or proper
officer of a deposit bank, shall be transmitted to
the Secretary.

(b) Deposit funds

In accordance with instructions of the Sec-
retary, there shall be deposited with the Treas-
urer of the United States in a deposit fund ac-
count—

(1) Sums offered in compromise

Sums offered in compromise under the provi-

sions of section 7122;

(2) Sums offered for purchase of real estate

Sums offered for the purchase of real estate
under the provisions of section 7506;
(3) Surplus proceeds in sales under levy

Surplus proceeds in any sale under levy,
after making allowance for the amount of the
tax, interest, penalties, and additions thereto,
and for costs and charges of the levy and sale;
and

(4) Surplus proceeds in sales of redeemed

property
Surplus proceeds in any sale under section
7506 of real property redeemed by the United
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States, after making allowance for the
amount of the tax, interest, penalties, and ad-
ditions thereto, and for the costs of sale.

Upon the acceptance of such offer in com-
promise or offer for the purchase of such real es-
tate, the amount so accepted shall be withdrawn
from such deposit fund account and deposited in
the Treasury of the United States as internal
revenue collections. Upon the rejection of any
such offer, the Secretary shall refund to the
maker of such offer the amount thereof.

(c) Deposit of certain receipts

Moneys received in payment for—

(1) Work or services performed pursuant to
section 6103(p) (relating to furnishing of copies
of returns or of return information), and sec-
tion 6108(b) (relating to special statistical
studies and compilations);

(2) work or services performed (including
materials supplied) pursuant to section 7516
(relating to the supplying of training and
training aids on request);

(3) other work or services performed for a
State or a department or agency of the Fed-
eral Government (subject to all provisions of
law and regulations governing disclosure of in-
formation) in supplying copies of, or data
from, returns, statements, or other documents
filed under authority of this title or records
maintained in connection with the adminis-
tration and enforcement of this title; and

(4) work or services performed (including
materials supplied) pursuant to section 6110
(relating to public inspection of written deter-
minations),

shall be deposited in a separate account which
may be used to reimburse appropriations which
bore all or part of the costs of such work or serv-
ices, or to refund excess sums when necessary.

(d) Deposit of funds for law enforcement agency
account

(1) In general

In the case of any amounts recovered as the
result of information provided to the Internal
Revenue Service by State and local law en-
forcement agencies which substantially con-
tributed to such recovery, an amount equal to
10 percent of such amounts shall be deposited
in a separate account which shall be used to
make the reimbursements required under sec-
tion 7624.

(2) Deposit in Treasury as internal revenue col-
lections

If any amounts remain in such account after
payment of any qualified costs incurred under
section 7624, such amounts shall be withdrawn
from such account and deposited in the Treas-
ury of the United States as internal revenue
collections.

(Aug. 16, 1954, ch. 736, 68A Stat. 918; Pub. L.
87-870, §3(b), Oct. 23, 1962, 76 Stat. 1161; Pub. L.
89-719, title I, §112(b), Nov. 2, 1966, 80 Stat. 1146;
Pub. L. 94455, title XII, §1202(h)(5), title XIX,
§§1906(a)(59), (b)(13)(A), Oct. 4, 1976, 90 Stat. 1688,
1833, 1834; Pub. L. 94-528, §2(d), Oct. 17, 1976, 90
Stat. 2483; Pub. L. 100-690, title VII, §7602(b),
Nov. 18, 1988, 102 Stat. 4507.)
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AMENDMENTS

1988—Subsec. (d). Pub. L. 100-690 added subsec. (d).

1976—Subsec. (a). Pub. L. 94455, §1906(a)(59),
(b)(13)(A), struck out 4735, 4762 after ‘‘and in sec-
tions”’, and ‘“‘or his delegate’ after ‘‘Secretary’ in two
places.

Subsec. (b). Pub. L. 94-455, §1906(b)(13)(A), struck out
‘“‘or his delegate’ after ‘‘Secretary’” wherever appear-
ing.

Subsec. (¢)(1). Pub. L. 94-455, §1202(h)(5), substituted
‘“‘section 6103(p) (relating to furnishing of copies of re-
turns or of return information), and section 6108(b) (re-
lating to special statistical studies and compilations)”
for ‘‘section 7515 (relating to special statistical studies
and compilations for other services on request)’ after
“performed pursuant to’.

Subsec. (¢)(4). Pub. L. 94-528 added par. (4).

1966—Subsecs. (a), (b)(4). Pub. L. 89-719 inserted ref-
erence to section 7810 in subsec. (a) and added subsec.
(0)(4).

1962—Subsec. (a). Pub. L. 87-870, §3(b)(1), substituted
‘“‘subsections (b) and (c) and in” for ‘“‘subsection (b),”.

Subsec. (c). Pub. L. 87-870, §3(b)(2), added subsec. (c).

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100-690 applicable to informa-
tion first provided more than 90 days after Nov. 18, 1988,
see section 7602(e) of Pub. L. 100-690, set out as a note
under section 6103 of this title.

EFFECTIVE DATE OF 1976 AMENDMENTS

Section 2(e) of Pub. L. 94-528 provided that: ‘“The
amendments made by this section [amending this sec-
tion and provisions set out as notes under sections 6334,
6851, and 7609 of this title] shall take effect on the date
of the enactment of the Tax Reform Act of 1976 [Oct. 4,
1976].”

Amendment by section 1202(h)(5) of Pub. L. 94-455 ef-
fective Jan. 1, 1977, see section 1202(i) of Pub. L. 94-455,
set out as a note under section 6103 of this title.

EFFECTIVE DATE OF 1966 AMENDMENT

Amendment by Pub. L. 89-719 applicable after Nov. 2,
1966, regardless of when title or lien of United States
arose or when lien or interest of another person was ac-
quired, with certain exceptions, see section 114(a)—(c) of
Pub. L. 89-T19, set out as a note under section 6323 of
this title.

AUTHORIZATION OF APPROPRIATIONS

Section 7602(f) of Pub. L. 100-690 provided that:
“There is authorized to be appropriated from the ac-
count referred to in section 7809(d) of the Internal Rev-
enue Code of 1986 such sums as may be necessary to
make the payments authorized by section 7624 of such
Code.”

§7810. Revolving fund for redemption of real
property

(a) Establishment of fund

There is established a revolving fund, under
the control of the Secretary, which shall be
available without fiscal year limitation for all
expenses necessary for the redemption (by the
Secretary) of real property as provided in sec-
tion 7425(d) and section 2410 of title 28 of the
United States Code. There are authorized to be
appropriated from time to time such sums (not
to exceed $10,000,000 in the aggregate) as may be
necessary to carry out the purposes of this sec-
tion.

(b) Reimbursement of fund
The fund shall be reimbursed from the pro-

ceeds of a subsequent sale of real property re-
deemed by the United States in an amount equal
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to the amount expended out of such fund for
such redemption.

(c) System of accounts

The Secretary shall maintain an adequate sys-
tem of accounts for such fund and prepare an-
nual reports on the basis of such accounts.

(Added Pub. L. 89-719, title I, §112(a), Nov. 2,
1966, 80 Stat. 1145; amended Pub. L. 94-455, title
XIX, §1906(b)(13)(A), Oct. 4, 1976, 90 Stat. 1834;
Pub. L. 98-369, div. A, title IV, §443, July 18, 1984,
98 Stat. 816.)

AMENDMENTS

1984—Subsec. (a). Pub. L.
‘10,000,000 for ‘‘$1,000,000’.

1976—Pub. L. 94-455 struck out ‘‘or his delegate’ after
‘“‘Secretary’’ wherever appearing.

98-369 substituted

EFFECTIVE DATE
Section applicable after Nov. 2, 1966, regardless of
when title or lien of United States arose or when lien
or interest of another person was acquired, with certain
exceptions, see section 114(a)-(c) of Pub. L. 89-719, set
out as an Effective Date of 1966 Amendment note under
section 6323 of this title.

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 7809 of this title.

§7811. Taxpayer Assistance Orders

(a) Authority to issue
(1) In general

Upon application filed by a taxpayer with
the Office of the Taxpayer Advocate (in such
form, manner, and at such time as the Sec-
retary shall by regulations prescribe), the Na-
tional Taxpayer Advocate may issue a Tax-
payer Assistance Order if—

(A) the National Taxpayer Advocate deter-
mines the taxpayer is suffering or about to
suffer a significant hardship as a result of
the manner in which the internal revenue
laws are being administered by the Sec-
retary; or

(B) the taxpayer meets such other require-
ments as are set forth in regulations pre-
scribed by the Secretary.

(2) Determination of hardship

For purposes of paragraph (1), a significant
hardship shall include—

(A) an immediate threat of adverse action;

(B) a delay of more than 30 days in resolv-
ing taxpayer account problems;

(C) the incurring by the taxpayer of sig-
nificant costs (including fees for professional
representation) if relief is not granted; or

(D) irreparable injury to, or a long-term
adverse impact on, the taxpayer if relief is
not granted.

(3) Standard where administrative guidance
not followed

In cases where any Internal Revenue Service
employee is not following applicable published
administrative guidance (including the Inter-
nal Revenue Manual), the National Taxpayer
Advocate shall construe the factors taken into
account in determining whether to issue a tax-
payer assistance order! in the manner most
favorable to the taxpayer.

180 in original. Probably should be capitalized.
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(b) Terms of a Taxpayer Assistance Order

The terms of a Taxpayer Assistance Order may
require the Secretary within a specified time pe-
riod—

(1) to release property of the taxpayer levied
upon, or
(2) to cease any action, take any action as
permitted by law, or refrain from taking any
action, with respect to the taxpayer under—
(A) chapter 64 (relating to collection),
(B) subchapter B of chapter 70 (relating to
bankruptcy and receiverships),
(C) chapter 78 (relating to discovery of li-
ability and enforcement of title), or
(D) any other provision of law which is
specifically described by the National Tax-
payer Advocate in such order.
(¢) Authority to modify or rescind

Any Taxpayer Assistance Order issued by the
National Taxpayer Advocate under this section
may be modified or rescinded—

(1) only by the National Taxpayer Advocate,
the Commissioner of Internal Revenue, or the
Deputy Commissioner of Internal Revenue,
and

(2) only if a written explanation of the rea-
sons for the modification or rescission is pro-
vided to the National Taxpayer Advocate.

(d) Suspension of running of period of limitation

The running of any period of limitation with
respect to any action described in subsection (b)
shall be suspended for—

(1) the period beginning on the date of the
taxpayer’s application under subsection (a)
and ending on the date of the National Tax-
payer Advocate’s decision with respect to such
application, and

(2) any period specified by the National Tax-
payer Advocate in a Taxpayer Assistance
Order issued pursuant to such application.

(e) Independent action of National Taxpayer Ad-
vocate

Nothing in this section shall prevent the Na-
tional Taxpayer Advocate from taking any ac-
tion in the absence of an application under sub-
section (a).

(f) National Taxpayer Advocate

For purposes of this section, the term ‘‘Na-
tional Taxpayer Advocate’ includes any des-
ignee of the National Taxpayer Advocate.

(Added Pub. L. 100-647, title VI, §6230(a), Nov. 10,
1988, 102 Stat. 3733; amended Pub. L. 104-168, title
I, §§101(b)(1), 102(a), (b), July 30, 1996, 110 Stat.
1455, 1456; Pub. L. 105-206, title I, §1102(c),
(MO, (2), (3), July 22, 1998, 112 Stat. 703,
704.)

AMENDMENTS

1998—Subsec. (a). Pub. L. 105-206, §1102(c), reenacted
heading without change and amended text generally.
Prior to amendment, text read as follows: ‘“Upon appli-
cation filed by a taxpayer with the Office of the Tax-
payer Advocate (in such form, manner, and at such
time as the Secretary shall by regulations prescribe),
the Taxpayer Advocate may issue a Taxpayer Assist-
ance Order if, in the determination of the Taxpayer Ad-
vocate, the taxpayer is suffering or about to suffer a
significant hardship as a result of the manner in which
the internal revenue laws are being administered by
the Secretary.”
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Subsec. (b)(2)(D). Pub. L. 105-206, §1102(d)(1)(C), sub-
stituted ‘‘National Taxpayer Advocate’ for ‘‘Taxpayer
Advocate”.

Subsec. (¢). Pub. L. 105-206, §1102(d)(1)(D), substituted
‘““National Taxpayer Advocate’ for ‘‘Taxpayer Advo-
cate’ wherever appearing.

Subsec. (d)(1). Pub. L. 105-206, §1102(d)(2), which di-
rected amendment of par. (1) by substituting ‘‘National
Taxpayer Advocate’s’” for ‘“Taxpayer Advocate’s’”, was
executed by making the substitution for “Ombuds-
man’s’’, to reflect the probable intent of Congress.

Subsec. (d)(2). Pub. L. 105206, §1102(d)(1)(E), sub-
stituted ‘‘National Taxpayer Advocate’ for ‘‘Taxpayer
Advocate”.

Subsec. (e). Pub. L. 105206, §1102(d)(1)(F), (3), sub-
stituted ‘‘National Taxpayer Advocate’ for ‘‘Taxpayer
Advocate’ in heading and text.

Subsec. (f). Pub. L. 105-206, §1102(d)(1)(G), (3), sub-
stituted ‘‘National Taxpayer Advocate’” for ‘‘Taxpayer
Advocate’ in heading and in two places in text.

1996—Subsec. (a). Pub. L. 104-168, §101(b)(1), sub-
stituted ‘“‘the Office of the Taxpayer Advocate’ for ‘‘the
Office of the Ombudsman” and substituted ‘‘Taxpayer
Advocate” for “‘Ombudsman’ in two places.

Subsec. (b). Pub. L. 104-168, §102(a)(1), inserted ‘‘with-
in a specified time period’ after ‘‘the Secretary’’.

Subsec. (b)(2). Pub. L. 104-168, §102(a)(2), inserted
‘“‘take any action as permitted by law,” after ‘‘cease
any action,”.

Subsec. (b)(2)(D). Pub. L. 104-168, §101(b)(1)(B), sub-
stituted ‘‘Taxpayer Advocate’ for ‘“‘Ombudsman’’.

Subsec. (¢). Pub. L. 104-168, §102(b), reenacted heading
without change and amended text generally. Prior to
amendment, text read as follows: ‘‘Any Taxpayer As-
sistance Order issued by the Ombudsman under this
section may be modified or rescinded only by the Om-
budsman, a district director, a service center director,
a compliance center director, a regional director of ap-
peals, or any superior of any such person.’”’

Subsecs. (d)(2) to (f). Pub. L. 104-168, §101(b)(1)(B),
substituted ‘“‘Taxpayer Advocate” for ‘‘Ombudsman’
wherever appearing.

EFFECTIVE DATE OF 1996 AMENDMENT

Amendment by section 101(b)(1) of Pub. L. 104-168 ef-
fective July 30, 1996, see section 101(c) of Pub. L. 104-168,
set out as a note under section 7802 of this title.

Section 102(c) of Pub. L. 104-168 provided that: ‘“The
amendments made by this section [amending this sec-
tion] shall take effect on the date of the enactment of
this Act [July 30, 1996].”

EFFECTIVE DATE

Section 6230(d) of Pub. L. 100-647 provided that: ‘““The
amendments made by this section [enacting this sec-
tion] shall take effect on January 1, 1989.”’

REGULATIONS

Section 6230(c) of Pub. L. 100-647 provided that: ‘“The
Secretary of the Treasury or the Secretary’s delegate
shall issue such regulations as the Secretary deems
necessary within 90 days of the date of the enactment
of this Act [Nov. 10, 1988] in order to carry out the pur-
poses of section 7811 of the 1986 Code (as added by this
section) and to ensure taxpayers uniform access to ad-
ministrative procedures.”

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 7803 of this title.

Subchapter B—Effective Date and Related

Provisions
Sec.
7851. Applicability of revenue laws.
7852. Other applicable rules.

§ 7851. Applicability of revenue laws

(a) General rules

Except as otherwise provided in any section of
this title—
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(1) Subtitle A

(A) Chapters 1, 2, 4,1 and 6 of this title shall
apply only with respect to taxable years be-
ginning after December 31, 1953, and ending
after the date of enactment of this title, and
with respect to such taxable years, chapters 1
(except sections 143 and 144) and 2, and section
3801, of the Internal Revenue Code of 1939 are
hereby repealed.

(B) Chapters 3 and 51 of this title shall apply
with respect to payments and transfers occur-
ring after December 31, 1954, and as to such
payments and transfers sections 143 and 144
and chapter 7 of the Internal Revenue Code of
1939 are hereby repealed.

(C) Any provision of subtitle A of this title
the applicability of which is stated in terms of
a specific date (occurring after December 31,
1953), or in terms of taxable years ending after
a specific date (occurring after December 31,
1953), shall apply to taxable years ending after
such specific date. Each such provision shall,
in the case of a taxable year subject to the In-
ternal Revenue Code of 1939, be deemed to be
included in the Internal Revenue Code of 1939,
but shall be applicable only to taxable years
ending after such specific date. The provisions
of the Internal Revenue Code of 1939 super-
seded by provisions of subtitle A of this title
the applicability of which is stated in terms of
a specific date (occurring after December 31,
1953) shall be deemed to be included in subtitle
A of this title, but shall be applicable only to
the period prior to the taking effect of the cor-
responding provision of subtitle A.

(D) Effective with respect to taxable years
ending after March 31, 1954, and subject to tax
under chapter 1 of the Internal Revenue Code
of 1939—

(i) Sections 13(b)(3), 26(b)(2)(C), 26(h) (1)(C)
(including the comma and the word ‘‘and”
immediately preceding such section),
26(i)(3), 108(k), 207(a)(1)(C), 207(a)(3)(C), and
the last sentence of section 362(b)(3) of such
Code are hereby repealed; and

(i) Sections 13(b)(2), 26(b)(2)(B), 26(h)
M®B), 2631)(2), 207(a)(1H)(B), 207(a)3)(B),
421(a)(1)(B), and the second sentence of sec-
tion 362(b)(3) of such Code are hereby amend-
ed by striking out ‘“‘and before April 1, 1954
(and any accompanying punctuation) wher-
ever appearing therein.

(2) Subtitle B

(A) Chapter 11 of this title shall apply with
respect to estates of decedents dying after the
date of enactment of this title, and with re-
spect to such estates chapter 3 of the Internal
Revenue Code of 1939 is hereby repealed.

(B) Chapter 12 of this title shall apply with
respect to the calendar year 1955 and all cal-
endar years thereafter, and with respect to
such years chapter 4 of the Internal Revenue
Code of 1939 is hereby repealed.

(3) Subtitle C

Subtitle C of this title shall apply only with
respect to remuneration paid after December
31, 1954, except that chapter 22 of such subtitle

1See References in Text note below.

§7851

shall apply only with respect to remuneration
paid after December 31, 1954, which is for serv-
ices performed after such date. Chapter 9 of
the Internal Revenue Code of 1939 is hereby re-
pealed with respect to remuneration paid after
December 31, 1954, except that subchapter B of
such chapter (and subchapter E of such chap-
ter to the extent it relates to subchapter B)
shall remain in force and effect with respect to
remuneration paid after December 31, 1954, for
services performed on or before such date.

(4) Subtitle D

Subtitle D of this title shall take effect on
January 1, 1955. Subtitles B and C of the Inter-
nal Revenue Code of 1939 (except chapters 7, 9,
15, 26, and 28, subchapter B of chapter 25, and
parts VII and VIII of subchapter A of chapter
27 of such code) are hereby repealed effective
January 1, 1955. Provisions having the same ef-
fect as section 6416(b)(2)(H),! and so much of
section 4082(c)! as refers to special motor fuels,
shall be considered to be included in the Inter-
nal Revenue Code of 1939 effective as of May 1,
1954. Section 2450(a) of the Internal Revenue
Code of 1939 (as amended by the Excise Tax
Reduction Act of 1954) applies to the period be-
ginning on April 1, 1954, and ending on Decem-
ber 31, 1954.

(5) Subtitle E

Subtitle E shall take effect on January 1,
1955, except that the provisions in section 5411
permitting the use of a brewery under regula-
tions prescribed by the Secretary for the pur-
pose of producing and bottling soft drinks, sec-
tion 5554, and chapter 53 shall take effect on
the day after the date of enactment of this
title. Subchapter B of chapter 25, and part VIII
of subchapter A of chapter 27, of the Internal
Revenue Code of 1939 are hereby repealed effec-
tive on the day after the date of enactment of
this title. Chapters 15 and 26, and part VII of
subchapter A of chapter 27, of the Internal
Revenue Code of 1939 are hereby repealed effec-
tive January 1, 1955.

(6) Subtitle F
(A) General rule

The provisions of subtitle F shall take ef-
fect on the day after the date of enactment
of this title and shall be applicable with re-
spect to any tax imposed by this title. The
provisions of subtitle F shall apply with re-
spect to any tax imposed by the Internal
Revenue Code of 1939 only to the extent pro-
vided in subparagraphs (B) and (C) of this
paragraph.

(B) Assessment, collection, and refunds

Notwithstanding the provisions of sub-
paragraph (A), and notwithstanding any con-
trary provision of subchapter A of chapter 63
(relating to assessment), chapter 64 (relating
to collection), or chapter 65 (relating to
abatements, credits, and refunds) of this
title, the provisions of part II of subchapter
A of chapter 28 and chapters 35, 36, and 37
(except section 3777) of subtitle D of the In-
ternal Revenue Code of 1939 shall remain in
effect until January 1, 1955, and shall also be
applicable to the taxes imposed by this title.
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On and after January 1, 1955, the provisions
of subchapter A of chapter 63, chapter 64,
and chapter 65 (except section 6405) of this
title shall be applicable to all internal reve-
nue taxes (whether imposed by this title or
by the Internal Revenue Code of 1939), not-
withstanding any contrary provision of part
IT of subchapter A of chapter 28, or of chap-
ter 35, 36, or 37, of the Internal Revenue Code
of 1939. The provisions of section 6405 (relat-
ing to reports of refunds and credits) shall be
applicable with respect to refunds or credits
allowed after the date of enactment of this
title, and section 3777 of the Internal Reve-
nue Code of 1939 is hereby repealed with re-
spect to such refunds and credits.

(C) Taxes imposed under the 1939 Code

After the date of enactment of this title,
the following provisions of subtitle F shall
apply to the taxes imposed by the Internal
Revenue Code of 1939, notwithstanding any
contrary provisions of such code:

(i) Chapter 73, relating to bonds.

(ii) Chapter 74, relating to closing agree-
ments and compromises.

(iii) Chapter 75, relating to crimes and
other offenses, but only insofar as it re-
lates to offenses committed after the date
of enactment of this title, and in the case
of such offenses, section 6531, relating to
periods of limitation on criminal prosecu-
tion, shall be applicable. The penalties
(other than penalties which may be as-
sessed) provided by the Internal Revenue
Code of 1939 shall not apply to offenses,
committed after the date of enactment of
this title, to which chapter 75 of this title
is applicable.

(iv) Chapter 76, relating to judicial pro-
ceedings.

(v) Chapter 77, relating to miscellaneous
provisions, except that section 7502 shall
apply only if the mailing occurs after the
date of enactment of this title, and section
7503 shall apply only if the last date re-
ferred to therein occurs after the date of
enactment of this title.

(vi) Chapter 78, relating to discovery of
liability and enforcement of title.

(vii) Chapter 79, relating to definitions.

(viii) Chapter 80, relating to application
of internal revenue laws, effective date,
and related provisions.

(D) Chapter 28 and subtitle D of 1939 Code

Except as otherwise provided in subpara-
graphs (B) and (C), the provisions of chapter
28 and of subtitle D of the Internal Revenue
Code of 1939 shall remain in effect with re-
spect to taxes imposed by the Internal Reve-
nue Code of 1939.

(7) Other provisions

If the effective date of any provision of the
Internal Revenue Code of 1986 is not otherwise
provided in this section or in any other section
of this title, such provision shall take effect
on the day after the date of enactment of this
title. If the repeal of any provision of the In-
ternal Revenue Code of 1939 is not otherwise
provided by this section or by any other sec-
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tion of this title, such provision is hereby re-
pealed effective on the day after the date of
enactment of this title.

(b) Effect of repeal of Internal Revenue Code of
1939

(1) Existing rights and liabilities

The repeal of any provision of the Internal
Revenue Code of 1939 shall not affect any act
done or any right accruing or accrued, or any
suit or proceeding had or commenced in any
civil cause, before such repeal; but all rights
and liabilities under such code shall continue,
and may be enforced in the same manner, as if
such repeal had not been made.

(2) Existing offices

The repeal of any provision of the Internal
Revenue Code of 1939 shall not abolish, termi-
nate, or otherwise change—

(A) any internal revenue district,

(B) any office, position, board, or commit-
tee, or

(C) the appointment or employment of any
officer or employee,

existing immediately preceding the enactment
of this title, the continuance of which is not
manifestly inconsistent with any provision of
this title, but the same shall continue unless
and until changed by lawful authority.

(3) Existing delegations of authority

Any delegation of authority made pursuant
to the provisions of Reorganization Plan Num-
bered 26 of 1950 or Reorganization Plan Num-
bered 1 of 1952, including any redelegation of
authority made pursuant to any such delega-
tion of authority, and in effect under the In-
ternal Revenue Code of 1939 immediately pre-
ceding the enactment of this title shall, not-
withstanding the repeal of such code, remain
in effect for purposes of this title, unless dis-
tinctly inconsistent or manifestly incompat-
ible with the provisions of this title. The pre-
ceding sentence shall not be construed as lim-
iting in any manner the power to amend, mod-
ify, or revoke any such delegation or redelega-
tion of authority.

(c) Crimes and forfeitures

All offenses committed, and all penalties or
forfeitures incurred, under any provision of law
hereby repealed, may be prosecuted and pun-
ished in the same manner and with the same ef-
fect as if this title had not been enacted.

(d) Periods of limitation

All periods of limitation, whether applicable
to civil causes and proceedings, or to the pros-
ecution of offenses, or for the recovery of pen-
alties or forfeitures, hereby repealed shall not be
affected thereby, but all suits, proceedings, or
prosecutions, whether civil or criminal, for
causes arising, or acts done or committed, prior
to said repeal, may be commenced and pros-
ecuted within the same time as if this title had
not been enacted.

(e) Reference to other provisions

For the purpose of applying the Internal Reve-
nue Code of 1939 or the Internal Revenue Code of
1986 to any period, any reference in either such
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code to another provision of the Internal Reve-
nue Code of 1939 or the Internal Revenue Code of
1986 which is not then applicable to such period
shall be deemed a reference to the corresponding
provision of the other code which is then appli-
cable to such period.

(Aug. 16, 1954, ch. 736, 68A Stat. 919; Pub. L.
94-455, title XIX, §1906(b)(13)(A), Oct. 4, 1976, 90
Stat. 1834; Pub. L. 99-514, §2, Oct. 22, 1986, 100
Stat. 2095.)

REFERENCES IN TEXT

Chapter 4 of this title, referred to in subsec. (a)(1)(A),
was repealed by Pub. L. 101-508, title XI, §11801(a)(37),
Nov. 5, 1990, 104 Stat. 1388-521.

The date of enactment of this title, referred to in sub-
secs. (a)(1)(A), (5), (6)(A) to (C), (T), (b)(2), (3), is Aug. 16,
1954.

Various provisions of the Internal Revenue Code of
1939, referred to in text and described below, have cor-
responding provisions appearing in the Internal Reve-
nue Code of 1986 [formerly I.R.C. 1954]. For table of
comparisons of the 1939 Code to the 1986 Code, see Table
I preceding section 1 of this title. See, also, subsec. (e)
of this section for provision that references in the 1986
Code to a provision in the 1939 Code, not then applica-
ble, shall be deemed a reference to the corresponding
provision of the 1986 Code, which is then applicable.

Chapter 1 of the Internal Revenue Code of 1939, re-
ferred to in subsec. (a)(1)(A), (D), was comprised of sec-
tions 1 to 482 of former Title 26, Internal Revenue Code.
Sections 1 to 33 were repealed by subsec. (a)(1)(A) of
this section, section 34 was repealed by act Feb. 25, 1944,
ch. 63, title I, §106(c)(2), 58 Stat. 31, sections 35 to 184
were repealed by subsec. (a)(1)(A) of this section, sec-
tion 185 was repealed by act Feb. 25, 1944, ch. 63, title
I, §107(a), 58 Stat. 31, sections 201 to 263 were repealed
by subsec. (a)(1)(A) of this section, section 264 was re-
pealed by act Oct. 21, 1942, ch. 619, title I, §159(e), 56
Stat. 860, sections 265 to 362 were repealed by subsec.
(a)(1)(A) of this section, section 363 was repealed by act
Oct. 21, 1942, ch. 619, title I, §170(a), 56 Stat. 878, sec-
tions 371 to 482 were repealed by subsec. (a)(1)(A) of this
section.

Sections 143 and 144 of the Internal Revenue Code of
1939, referred to in subsec. (a)(1)(A), (B), were classified
to sections 143 and 144 of former Title 26, Internal Reve-
nue Code.

Chapter 2 of the Internal Revenue Code of 1939, re-
ferred to in subsec. (a)(1)(A), was comprised of sections
500 to 784 of former Title 26, Internal Revenue Code.
Sections 500 to 511 and 650 to 706 were repealed by sub-
sec. (a)(1)(A) of this section, sections 600 to 605 were re-
pealed by act Nov. 8, 1945, ch. 453, title II, §202, 59 Stat.
574, sections 710 to 736, 740, 742 to 744, 750, 751, 760, 761
and 780 to 784 were repealed by act Nov. 8, 1945, ch. 453,
title I, §122(a), 59 Stat. 568, section 741 was repealed by
act Oct. 21, 1942, ch. 619, title II, §§224(b), 228(b), 56 Stat.
920, 925, section 752 was repealed by act Oct. 21, 1942, ch.
619, title II, §229(a)(1), 56 Stat. 931, eff. as of Oct. 8, 1940.

Section 3801 of the Internal Revenue Code of 1939, re-
ferred to in subsec. (a)(1)(A), was classified to section
3801 of former Title 26, Internal Revenue Code. Section
3801 was repealed by subsec. (a)(1)(A) of this section.

Chapter 5 of this title, referred to in subsec. (a)(1)(B),
was repealed by Pub. L. 105-34, title XI, §1131(a), Aug.
5, 1997, 111 Stat. 978.

Chapter 7 of the Internal Revenue Code of 1939, re-
ferred to in subsec. (a)(1)(B), (4), was comprised of sec-
tions 1250 to 1254 of former Title 26, Internal Revenue
Code.

The Internal Revenue Code of 1939, referred to in sub-
secs. (a)(1)(C), (4), (6)(A) to (C), (C)(iii), (D), (7), (b)(1) to
(3), (e), is act Feb. 10, 1939, ch. 2, 563 Stat. 1, as amended.
Prior to the enactment of the Internal Revenue Code of
1986 [formerly I.R.C. 1954], the 1939 Code was classified
to former Title 26, Internal Revenue Code.

Sections 13(b)(3), 26(b)(2)(C), 26(h)(1)(C), 26(i)(3), 108(k),
207(a)(1)(C), 207(a)(3)(C), and the last sentence of section
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362(b)(3), referred to in subsec. (a)(1)(D)(i), were classi-
fied to former sections 13(b)(3), 26(b)(2)(C), (h)(1)(C),
(1)(3), 108(k), 207(a)(1)(C), (3)(C), and 362(b)(3) of former
Title 26, Internal Revenue Code. Sections 13(b)(3),
26(b)(2)(C), (h)(1)(C), (1)(3), 108(k), 207(a)(1)(C), (3)(C), and
362(b)(3) were repealed by subsec. (a)(1)(d)(i) of this sec-
tion.

Sections 13(b)(2), 26(b)(2)(B), 26(h)(1)(B), 26(i)(2),
207(a)(1)(B), 207(a)(3)(B), 421(a)(1)(B), and the second sen-

tence of section 362(b)(3), referred to in subsec.
(a)(1)(D)(ii), were classified to sections 13(b)(2),
26(0)2)(B), MQM)(B), (1)@, 207a)1)(B),  B)B),

421(a)(1)(B), and 362(b)(3) of former Title 26, Internal
Revenue Code.

Chapter 3 of the Internal Revenue Code of 1939, re-
ferred to in subsec. (a)(2)(A), was comprised of sections
800 to 951 of former Title 26, Internal Revenue Code.

Chapter 4 of the Internal Revenue Code of 1939, re-
ferred to in subsec. (a)(2)(B), was comprised of sections
1000 to 1031 of former Title 26, Internal Revenue Code.

Chapter 9 of the Internal Revenue Code of 1939, re-
ferred to in subsec. (a)(3), (4), was comprised of sections
1400 to 1636 of former Title 26, Internal Revenue Code.
Subchapters B and E of chapter 9 of the Internal Reve-
nue Code of 1939 were comprised of sections 1500 to 1538,
and 1630 to 1636, respectively, of former Title 26.

Subtitles B and C of the Internal Revenue Code of
1939, referred to in subsec. (a)(4), were comprised of
chapters 6 to 28, sections 1200 to 3361, and chapters 29
to 33A, sections 3400 to 3540, respectively, of former
Title 26, Internal Revenue Code. Sections 1200 to 1207 of
former Title 26 were repealed by act Nov. 8, 1945, ch.
453, title II, §201, 59 Stat. 574. Sections 1250 to 1254, 1400
to 1627, 1631 to 1805, 1807 to 2300, 2302 to 2362, 2400 to 2475,
2477 to 2905, 2908 to 3150, 3152, 3153, 31565 to 3195, 3206 to
3212, 3220 to 3301, 3303 to 3335, 3350 to 3409, 3412 to 3451,
and 3453 to 3508 of former Title 26, were repealed by sub-
sec. (a)(4) of this section. Sections 1300 and 1301 were re-
pealed by act June 10, 1952, ch. 390, 66 Stat. 133. Section
1630 was repealed by act Aug. 27, 1949, ch. 517, §4(b), 63
Stat. 668. Section 1806 was repealed by act Mar. 11, 1947,
ch. 117, §8(c), 61 Stat. 13. Section 2301 was repealed by
act Mar. 16, 1950, ch. 61, §1, 64 Stat. 20. Sections 2380 to
2390, and 3215 to 3217 were repealed by act Oct. 21, 1942,
ch. 619, title VI, §619, 56 Stat. 979. Section 2476 was re-
pealed by act Apr. 30, 1946, ch. 244, title V, §506(b), 60
Stat. 157. Sections 2906 and 3302 were repealed by act
Feb. 21, 1950, ch. 36, §7, 64 Stat. 8. Section 2907 was re-
pealed by act July 22, 1941, ch. 314, 55 Stat. 602. Sections
3151 and 3154 were repealed by act Aug. 27, 1949, ch. 498,
§6, 63 Stat. 626. Sections 3200 to 3202 were repealed by
act Mar. 16, 1950, ch. 61, §2, 64 Stat. 20. Sections 3340 to
3343 were repealed by act Apr. 30, 1946, ch. 244, title V,
§507(b), 60 Stat. 157. Section 3411 was repealed by act
Oct. 20, 1951, ch. 521, title IV, §488(a), 65 Stat. 536. Sec-
tion 3452 was repealed by act Sept. 20, 1941, ch. 412, title
V, §501, 55 Stat. 706. Sections 3520 to 3528 expired by
their own terms on Apr. 26, 1941. Section 3540 was re-
pealed by act Nov. 8, 1945, ch. 453, title III, §301, 59 Stat.
575.

Chapter 15 of the Internal Revenue Code of 1939, re-
ferred to in subsec. (a)(4), (5), was comprised of sections
2000 to 2199 of former Title 26, Internal Revenue Code.
Chapter 15 was repealed by subsec. (a)(5) of this section.

Chapter 26 of the Internal Revenue Code of 1939, re-
ferred to in subsec. (a)(4), (5), was comprised of sections
2800 to 3195 of former Title 26, Internal Revenue Code.
Sections 2800 to 2905, 2908 to 3150, 3152, 3153, 3155 to 3195
were repealed by subsec. (a)(b) of this section. Section
2906 was repealed by act Feb. 21, 1950, ch. 36, §7, 64 Stat.
8. Section 2907 was repealed by act July 22, 1941, ch. 314,
§3, 55 Stat. 602. Sections 3151 and 3154 were repealed by
act Aug. 23, 1949, ch. 498, §6, 63 Stat. 626.

Chapter 28 of the Internal Revenue Code of 1939, re-
ferred to in subsec. (a)(4), (6)(B), (D), was comprised of
sections 3300 to 3361 of former Title 26, Internal Reve-
nue Code. Part II of subchapter A of chapter 27 of the
Internal Revenue Code of 1939 was comprised of sec-
tions 3310 to 3314 of former Title 26.

Subchapter B of chapter 25 of the Internal Revenue
Code of 1939, referred to in subsec. (a)(4), (5), was com-
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prised of sections 2720 to 2734 of former Title 26, Inter-
nal Revenue Code. Subchapter B of chapter 25 of the In-
ternal Revenue Code of 1939 was repealed by subsec.
(a)(b) of this section.

Parts VII and VIII of subchapter A of chapter 27 of
the Internal Revenue Code of 1939, referred to in subsec.
(a)(4), (), were comprised of sections 3250 to 3255 and
3260 to 3266, respectively, of former Title 26, Internal
Revenue Code. Parts VII and VIII of subchapter A of
chapter 27 of the Internal Revenue Code of 1939 were re-
pealed by subsec. (a)(b) of this section.

Section 6416(b)(2)(H), referred to in subsec. (a)(4), was
repealed by Pub. L. 98-369, div. A, title VII,
§735(c)(13)(B), July 18, 1984, 98 Stat. 984.

Section 4082, referred to in subsec. (a)(4), was amend-
ed generally by Pub. L. 99-514, title XVII, §1703(a), Oct.
22, 1986, 100 Stat. 2775, and, as so amended, did not con-
tain a subsec. (c). Subsequently, section 4082 was
amended generally by Pub. L. 103-66, title XIII,
§13242(a), Aug. 10, 1993, 107 Stat. 517, and, as so amend-
ed, contains a subsec. (c¢) relating to regulations. Sec-
tion 4082 was further amended by Pub. L. 104-188, title
I, §1801(a), Aug. 20, 1996, 110 Stat. 1891, which added a
subsec. (c), relating to exception to dyeing require-
ments, and redesignated former subsec. (c¢), relating to
regulations, as (d).

Section 2450(a) of the Internal Revenue Code of 1939,
referred to in subsec. (a)(4), was classified to section
2450 of former Title 26, Internal Revenue Code. Section
2450 was repealed by subsec. (a)(4) of this section.

The Excise Tax Reduction Act of 1954, referred to in
subsec. (a)(4), is act Mar. 31, 1954, ch. 126, 68 Stat. 37.

Subtitle D of the Internal Revenue Code of 1939, re-
ferred to in subsec. (a)(6)(B), (D), was comprised of
chapters 34 to 38, sections 3600 to 3781 of former Title 26,
Internal Revenue Code. Chapters 35, 36, and 37 of sub-
title D of the Internal Revenue Code of 1939 were com-
prised of sections 3640 to 3647, 3650 to 3762, and 3770 to
3781, respectively, of former Title 26.

Section 3777 of the Internal Revenue Code of 1939, re-
ferred to in subsec. (a)(6)(B), was classified to section
3777 of former Title 26, Internal Revenue Code. Section
3777 was repealed by subsec. (a)(6)(B) of this section.

Reorganization Plan Numbered 26 of 1950, referred to
in subsec. (b)(3), is Reorg. Plan No. 26 of 1950, eff. July
31, 1950, 15 F.R. 4935, 64 Stat. 1280, which is set out in
the Appendix to Title 5, Government Organization and
Employees.

Reorganization Plan Numbered 1 of 1952, referred to
in subsec. (b)(3), is Reorg. Plan No. 1 of 1952, eff. Mar.
14, 1952, 17 F.R. 2243, 66 Stat. 823, which is set out in Ap-
pendix to Title 5.

AMENDMENTS

1986—Subsecs. (a)(7), (e). Pub. L. 99-514 substituted
“Internal Revenue Code of 1986 for ‘‘Internal Revenue
Code of 1954”.

1976—Subsec. (a)(b). Pub. L. 94-455 struck out ‘‘or his
delegate’ after ‘‘Secretary’.

CROSS REFERENCES

Treatment of joint return after death of either spouse
for purposes of subsection (a)(1)(A) of this section, see
section 6013 of this title.

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 6013 of this title.

§7852. Other applicable rules
(a) Separability clause

If any provision of this title, or the applica-
tion thereof to any person or circumstances, is
held invalid, the remainder of the title, and the
application of such provision to other persons or
circumstances, shall not be affected thereby.

(b) Reference in other laws to Internal Revenue
Code of 1939

Any reference in any other law of the United
States or in any Executive order to any provi-
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sion of the Internal Revenue Code of 1939 shall,
where not otherwise distinctly expressed or
manifestly incompatible with the intent thereof,
be deemed also to refer to the corresponding
provision of this title.

(c) Items not to be twice included in income or
deducted therefrom

Except as otherwise distinctly expressed or
manifestly intended, the same item (whether of
income, deduction, credit, or otherwise) shall
not be taken into account both in computing a
tax under subtitle A of this title and a tax under
chapter 1 or 2 of the Internal Revenue Code of
1939.

(d) Treaty obligations
(1) In general

For purposes of determining the relationship
between a provision of a treaty and any law of
the United States affecting revenue, neither
the treaty nor the law shall have preferential
status by reason of its being a treaty or law.

(2) Savings clause for 1954 treaties

No provision of this title (as in effect with-
out regard to any amendment thereto enacted
after August 16, 1954) shall apply in any case
where its application would be contrary to any
treaty obligation of the United States in effect
on August 16, 1954.

(e) Privacy Act of 1974

The provisions of subsections (d)(2), (3), and
(4), and (g) of section 552a of title 5, United
States Code, shall not be applied, directly or in-
directly, to the determination of the existence
or possible existence of liability (or the amount
thereof) of any person for any tax, penalty, in-
terest, fine, forfeiture, or other imposition or of-
fense to which the provisions of this title apply.

(Aug. 16, 1954, ch. 736, 68A Stat. 922; Pub. L.
94-455, title XII, §1202(g), Oct. 4, 1976, 90 Stat.
1688; Pub. L. 100-647, title I, §1012(aa)(1)(A), Nov.
10, 1988, 102 Stat. 3531.)

REFERENCES IN TEXT

The Internal Revenue Code of 1939, referred to in sub-
sec. (b), is act Feb. 10, 1939, ch. 2, 53 Stat. 1. Prior to the
enactment of the Internal Revenue Code of 1986 [for-
merly I.R.C. 1954], the 1939 Code was classified to
former Title 26, Internal Revenue Code. The Internal
Revenue Code of 1954 was redesignated The Internal
Revenue Code of 1986 by Pub. L. 99-514, §2, Oct. 22, 1986,
100 Stat. 2095. For table of comparisons of the 1939 Code
to the 1986 Code, see Table I preceding section 1 of this
title.

Chapters 1 and 2 of the Internal Revenue Code of 1939,
referred to in subsec. (¢), are chapters 1 and 2 of former
Title 26, Internal Revenue Code. For history of such
chapters, see References in Text note set out under sec-
tion 7851 of this title.

The Privacy Act of 1974, referred to in subsec. (e), is
Pub. L. 93-579, Dec. 31, 1974, 88 Stat. 1896, as amended,
which enacted section 552a of Title 5, Government Or-
ganization and Employees, and enacted notes set out
under section 552a of Title 5. For complete classifica-
tion of this Act to the Code, see Short Title note set
out under section 552a of Title 5 and Tables.

AMENDMENTS

1988—Subsec. (d). Pub. L. 100-647 amended subsec. (d)
generally. Prior to amendment, subsec. (d) read as fol-
lows: ‘“No provision of this title shall apply in any case
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where its application would be contrary to any treaty
obligation of the United States in effect on the date of
enactment of this title.”

1976—Subsec. (e). Pub. L. 94-455 added subsec. (e).

EFFECTIVE DATE OF 1988 AMENDMENT

Section 1012(aa)(1)(B) of Pub. L. 100-647 provided that:
“Section 7852(d)(1) of the 1986 Code, as added by sub-
paragraph (A), shall apply to any taxable period with
respect to which the time for assessment of any defi-
ciency has not expired by reason of any law or rule of
law before the date of the enactment of this Act [Nov.
10, 1988]1.”

Amendment by Pub. L. 100-647 effective, except as
otherwise provided, as if included in the provision of
the Tax Reform Act of 1986, Pub. L. 99-514, to which
such amendment relates, see section 1019(a) of Pub. L.
100-647, set out as a note under section 1 of this title.

EFFECTIVE DATE OF 1976 AMENDMENT

Amendment by Pub. L. 94455 effective Jan. 1, 1977,
see section 1202(i) of Pub. L. 94-455, set out as a note
under section 6103 of this title.

APPLICATION OF SUBSEC. (d) To PUB. L. 87-834

Pub. L. 87-834, §31, Oct. 16, 1962, 76 Stat. 1069, as
amended by Pub. L. 99-514, §2, Oct. 22, 1986, 100 Stat.
2095, provided that: ‘‘Section 7852(d) of the Internal
Revenue Code of 1986 [formerly I.R.C. 1954] (relating to
treaty obligations) shall not apply in respect of any
amendment made by this Act [see Short Title of 1962
Amendments note set out under section 1 of this
title].”

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 269B, 894 of this
title; title 42 section 1307.

Subchapter C—Provisions Affecting More Than
One Subtitle

Sec.

7871. Indian tribal governments treated as States
for certain purposes.

7872. Treatment of loans with below-market inter-
est rates.

7873. Income derived by Indians from exercise of

fishing rights.
AMENDMENTS

1988—Pub. L. 100-647, title III, §3041(b), Nov. 10, 1988,
102 Stat. 3641, added item 7873.

1984—Pub. L. 98-369, div. A, title I, §172(b), July 18,
1984, 98 Stat. 703, added item 7872.

SUBCHAPTER REFERRED TO IN OTHER SECTIONS

This subchapter is referred to in section 7701 of this
title; title 25 sections 566, 715a.

§7871. Indian tribal governments treated as
States for certain purposes

(a) General rule

An Indian tribal government shall be treated
as a State—

(1) for purposes of determining whether and
in what amount any contribution or transfer
to or for the use of such government (or a po-
litical subdivision thereof) is deductible
under—

(A) section 170 (relating to income tax de-
duction for charitable, etc., contributions
and gifts),

(B) sections 20565 and 2106(a)(2) (relating to
estate tax deduction for transfers of public,
charitable, and religious uses), or

(C) section 2522 (relating to gift tax deduc-
tion for charitable and similar gifts);
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(2) subject to subsection (b), for purposes of
any exemption from, credit or refund of, or
payment with respect to, an excise tax im-
posed by—

(A) chapter 31 (relating to tax on special
fuels),

(B) chapter 32 (relating to manufacturers
excise taxes),

(C) subchapter B of chapter 33 (relating to
communications excise tax), or

(D) subchapter D of chapter 36 (relating to
tax on use of certain highway vehicles);

(3) for purposes of section 164 (relating to de-
duction for taxes);

(4) subject to subsection (c), for purposes of
section 103 (relating to State and local bonds);

(5) for purposes of section 511(a)(2)(B) (relat-
ing to the taxation of colleges and universities
which are agencies or instrumentalities of
governments or their political subdivisions);

(6) for purposes of—

(A) section 105(e) (relating to accident and
health plans),

(B) section 403(b)(1)(A)(ii) (relating to the
taxation of contributions of certain employ-
ers for employee annuities), and

(C) section 454(b)(2) (relating to discount
obligations); and

(7) for purposes of—
(A) chapter 41 (relating to tax on excess
expenditures to influence legislation), and
(B) subchapter A of chapter 42 (relating to
private foundations).

(b) Additional requirements for excise tax ex-
emptions

Paragraph (2) of subsection (a) shall apply
with respect to any transaction only if, in addi-
tion to any other requirement of this title appli-
cable to similar transactions involving a State
or political subdivision thereof, the transaction
involves the exercise of an essential govern-
mental function of the Indian tribal govern-
ment.

(¢) Additional requirements
bonds

(1) In general

Subsection (a) of section 103 shall apply to
any obligation (not described in paragraph (2))
issued by an Indian tribal government (or sub-
division thereof) only if such obligation is part
of an issue substantially all of the proceeds of
which are to be used in the exercise of any es-
sential governmental function.

(2) No exemption for private activity bonds

Except as provided in paragraph (3), sub-
section (a) of section 103 shall not apply to any
private activity bond (as defined in section
141(a)) issued by an Indian tribal government
(or subdivision thereof).

(3) Exception for certain private activity bonds
(A) In general

for tax-exempt

In the case of an obligation to which this
paragraph applies—
(i) paragraph (2) shall not apply,
(ii) such obligation shall be treated for
purposes of this title as a qualified small
issue bond, and
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(iii) section 146 shall not apply.
(B) Obligations to which paragraph applies

This paragraph shall apply to any obliga-
tion issued as part of an issue if—

(i) 95 percent or more of the net proceeds
of the issue are to be used for the acquisi-
tion, construction, reconstruction, or im-
provement of property which is of a char-
acter subject to the allowance for depre-
ciation and which is part of a manufactur-
ing facility (as defined in section
144(a)(12)(C)),

(ii) such issue is issued by an Indian trib-
al government or a subdivision thereof,

(iii) 95 percent or more of the net pro-
ceeds of the issue are to be used to finance
property which—

(I) is to be located on land which,
throughout the 5-year period ending on
the date of issuance of such issue, is part
of the qualified Indian lands of the is-
suer, and

(IT) is to be owned and operated by
such issuer,

(iv) such obligation would not be a pri-
vate activity bond without regard to sub-
paragraph (C),

(v) it is reasonably expected (at the time
of issuance of the issue) that the employ-
ment requirement of subparagraph (D))
will be met with respect to the facility to
be financed by the net proceeds of the
issue, and

(vi) no principal user of such facility will
be a person (or group of persons) described
in section 144(a)(6)(B).

For purposes of clause (iii), section 150(a)(5)
shall apply.

(C) Private activity bond rules to apply

An obligation to which this paragraph ap-
plies (other than an obligation described in
paragraph (1)) shall be treated for purposes
of this title as a private activity bond.

(D) Employment requirements
(i) In general

The employment requirements of this
subparagraph are met with respect to a fa-
cility financed by the net proceeds of an
issue if, as of the close of each calendar
year in the testing period, the aggregate
face amount of all outstanding tax-exempt
private activity bonds issued to provide fi-
nancing for the establishment which in-
cludes such facility is not more than 20
times greater than the aggregate wages (as
defined by section 3121(a)) paid during the
preceding calendar year to individuals
(who are enrolled members of the Indian
tribe of the issuer or the spouse of any
such member) for services rendered at such
establishment.

(ii) Failure to meet requirements
(I) In general
If, as of the close of any calendar year
in the testing period, the requirements
of this subparagraph are not met with
respect to an establishment, section 103
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shall cease to apply to interest received
or accrued (on all private activity bonds
issued to provide financing for the estab-
lishment) after the close of such cal-
endar year.

(IT) Exception

Subclause (I) shall not apply if the re-
quirements of this subparagraph would
be met if the aggregate face amount of
all tax-exempt private activity bonds is-
sued to provide financing for the estab-
lishment and outstanding at the close of
the 90th day after the close of the cal-
ender year were substituted in clause (i)
for such bonds outstanding at the close
of such calendar year.
(iii) Testing period

For purposes of this subparagraph, the
term ‘‘testing period’’ means, with respect
to an issue, each calendar year which be-
gins more than 2 years after the date of is-
suance of the issue (or, in the case of a re-
funding obligation, the date of issuance of
the original issue).

(E) Definitions
For purposes of this paragraph—
(i) Qualified Indian lands

The term ‘‘qualified Indian lands’ means
land which is held in trust by the United
States for the benefit of an Indian tribe.

(ii) Indian tribe

The term ‘‘Indian tribe’” means any In-
dian tribe, band, nation, or other organized
group or community which is recognized
as eligible for the special programs and
services provided by the United States to
Indians because of their status as Indians.

(iii) Net proceeds

The term ‘‘net proceeds’ has the mean-
ing given such term by section 150(a)(3).

(d) Treatment of subdivisions of Indian tribal
governments as political subdivisions

For the purposes specified in subsection (a), a
subdivision of an Indian tribal government shall
be treated as a political subdivision of a State if
(and only if) the Secretary determines (after
consultation with the Secretary of the Interior)
that such subdivision has been delegated the
right to exercise one or more of the substantial
governmental functions of the Indian tribal gov-
ernment.

(e) Essential governmental function

13

For purposes of this section, the term ‘‘essen-
tial governmental function’ shall not include
any function which is not customarily per-
formed by State and local governments with
general taxing powers.

(Added Pub. L. 97473, title II, §202(a), Jan. 14,
1983, 96 Stat. 2608; amended Pub. L. 98-21, title I,
§122(c)(6), Apr. 20, 1983, 97 Stat. 87; Pub. L. 98-369,
div. A, title IV, §474(r)(41), title X, §1065(b), July
18, 1984, 98 Stat. 847, 1048; Pub. L. 99-514, title I,
§§112(b)(4), 123(b)(3), title XIII, §1301(j)(6), (7),
title XVIII, §§1878(i), 1899A(65), Oct. 22, 1986, 100
Stat. 2109, 2113, 2658, 2905, 2962; Pub. L. 100-203,
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title X, §10632(a), (b), Dec. 22, 1987, 101 Stat.
1330-455; Pub. L. 103-66, title XIII, §13222(d), Aug.
10, 1993, 107 Stat. 481.)

AMENDMENTS

1993—Subsec. (a)(6)(B) to (D). Pub. L. 103-66 redesig-
nated former subpars. (C) and (D) as (B) and (C), respec-
tively, and struck out former subpar. (B) which read as
follows: ‘‘section 162(e) (relating to appearances, etc.,
with respect to legislation),”.

1987—Subsec. (c)(2). Pub. L. 100-203, §10632(b)(2), sub-
stituted ‘‘Except as provided in paragraph (3), sub-
section (a)”’ for ‘“‘Subsection (a)”.

Subsec. (¢)(3). Pub. L. 100-203, §10632(b)(1), added par.
3).

Subsec. (e). Pub. L. 100-203, §10632(a), added subsec.
(e).

1986—Subsec. (a)(4). Pub. L. 99-514, §1301(j)(6), sub-
stituted ‘‘(relating to State and local bonds)”’ for ‘‘(re-
lating to interest on certain governmental obliga-
tions)”.

Subsec. (a)(6). Pub. L. 99-514, §123(b)(3), redesignated
subpars. (C) to (E), as previously redesignated by sec-
tion 112(b)(4) of Pub. L. 99-514, as (B) to (D), respec-
tively, and struck out previously redesignated subpar.
(B), which read as follows: ‘“‘section 117(b)(2)(A) (relat-
ing to scholarships and fellowship grants),”.

Pub. L. 99-514, §112(b)(4), redesignated subpars. (B) to
(F) as (A) to (E), respectively, and struck out former
subpar. (A) which read as follows: ‘‘section 24(c)(4) (de-
fining State for purposes of credit for contribution to
candidates for public offices),”’.

Pub. L. 99-514, §1878(i), made technical amendment to
directory language of Pub. L. 98-369, §1065(b). See 1984
Amendment note below.

Subsec. (a)(6)(D). Pub. L. 99-514, §1899A(65),
stituted ‘‘; and” for period at end.

Subsec. (¢)(2). Pub. L. 99-514, §1301(j)(7), amended par.
(2) generally. Prior to amendment, par. (2) read as fol-
lows: ‘“‘Subsection (a) of section 103 shall not apply to
any of the following issued by an Indian tribal govern-
ment (or subdivision thereof):

““(A) An industrial development bond (as defined in
section 103(b)(2)).

‘“(B) An obligation described in section 103(1)(1)(A)
(relating to scholarship bonds).

‘“(C) A mortgage subsidy bond (as defined in para-
graph (1) of section 103A(b) without regard to para-
graph (2) thereof).”
1984—Subsec. (a)(6)(A). Pub. L. 98-369, §474(r)(41), sub-

stituted ‘‘section 24(c)(4)”’ for ‘‘section 41(c)(4)”.

Subsec. (a)(6)(B) to (F). Pub. L. 98-369, §1065(b), as
amended by Pub. L. 99-514, §1878(i), added subpars. (B),
(D), and (F), and redesignated former subpars. (B) and
(C) as (C) and (E), respectively.

1983—Subsec. (a)(6). Pub. L. 98-21 redesignated sub-
pars. (B) to (D) as (A) to (C), respectively, and struck
out former subpar. (A), which referred to section
37(e)(9)(A) (relating to certain public retirement sys-
tems).

sub-

EFFECTIVE DATE OF 1993 AMENDMENT

Amendment by Pub. L. 103-66 applicable to amounts
paid or incurred after Dec. 31, 1993, see section 13222(e)
of Pub. L. 103-66 set out as a note under section 162 of
this title.

EFFECTIVE DATE OF 1987 AMENDMENT

Section 10632(c) of Pub. L. 100-203 provided that: ‘“The
amendments made by this section [amending this sec-
tion] shall apply to obligations issued after October 13,
1987.”

EFFECTIVE DATE OF 1986 AMENDMENT

Amendment by section 112(b)(4) of Pub. L. 99-514 ap-
plicable to taxable years beginning after Dec. 31, 1986,
see section 1561(a) of Pub. L. 99-514, set out as a note
under section 1 of this title.
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Amendment by section 123(b)(3) of Pub. L. 99-514 ap-
plicable to taxable years beginning after Dec. 31, 1986,
but only in the case of scholarships and fellowships
granted after Aug. 16, 1986, see section 151(d) of Pub. L.
99-514, set out as a note under section 1 of this title.

Amendment by section 1301(j)(6), (7) of Pub. L. 99-514
applicable to bonds issued after Aug. 15, 1986, except as
otherwise provided, see sections 1311 to 1318 of Pub. L.
99-514, set out as an Effective Date; Transitional Rules
note under section 141 of this title.

Amendment by section 1878(i) of Pub. L. 99-514 effec-
tive, except as otherwise provided, as if included in the
provisions of the Tax Reform Act of 1984, Pub. L. 98-369,
div. A, to which such amendment relates, see section
1881 of Pub. L. 99-514, set out as a note under section 48
of this title.

EFFECTIVE DATE OF 1984 AMENDMENT

Amendment by section 474(r)(41) of Pub. L. 98-369 ap-
plicable to taxable years beginning after Dec. 31, 1983,
and to carrybacks from such years, see section 475(a) of
Pub. L. 98-369, set out as a note under section 21 of this
title.

Section 1065(c) of Pub. L. 98-369 provided that: ‘“The
amendment made by subsection (b) [amending this sec-
tion] shall apply to taxable years beginning after De-
cember 31, 1984.”

EFFECTIVE DATE OF 1983 AMENDMENT

Amendment by Pub. L. 98-21 applicable to taxable
years beginning after Dec. 31, 1983, except that if an in-
dividual’s annuity starting date was deferred under sec-
tion 105(d)(6) of this title as in effect on the day before
Apr. 20, 1983, such deferral shall end on the first day of
such individual’s first taxable year beginning after Dec.
31, 1983, see section 122(d) of Pub. L. 98-21, set out as a
note under section 22 of this title.

EFFECTIVE DATE

Section 204 of title II of Pub. L. 97-473, as amended by
Pub. L. 98-369, div. A, title X, §1065(a), July 18, 1984, 98
Stat. 1048; Pub. L. 99-514, §2, Oct. 22, 1986, 100 Stat. 2095,
provided that: ‘“The amendments made by this title
[enacting this section, amending sections 41, 103, 164,
170, 2055, 2106, 2522, 4227, 4484, 6420, 6421, 6424, 6427, and
7701 of this title, and enacting provisions set out as a
note under section 1 of this title]—

‘(1) insofar as they relate to chapter 1 of the Inter-
nal Revenue Code of 1986 [formerly I.R.C. 1954] [26
U.S.C. 1 et seq.] (other than section 103 thereof), shall
apply to taxable years beginning after December 31,
1982,

‘(2) insofar as they relate to section 103 of such
Code, shall apply to obligations issued after Decem-
ber 31, 1982,

‘“(3) insofar as they relate to chapter 11 of such
Code [26 U.S.C. 2001 et seq.], shall apply to estates of
decedents dying after December 31, 1982,

‘“(4) insofar as they relate to chapter 12 of such
Code [26 U.S.C. 2501 et seq.], shall apply to gifts made
after December 31, 1982, and

‘“(5) insofar as they relate to taxes imposed by sub-
title D of such Code [26 U.S.C. 4041 et seq.], shall take
effect on January 1, 1983.”

SHORT TITLE

For short title of title II of Pub. L. 97473 as the “‘In-
dian Tribal Governmental Tax Status Act of 1982, see
Short Title of 1983 Amendments note set out under sec-
tion 1 of this title.

APPLICABILITY OF CERTAIN AMENDMENTS BY PUB. L.
99-514 IN RELATION TO TREATY OBLIGATIONS OF
UNITED STATES

For nonapplication of amendment by section 123(b)(3)
of Pub. L. 99-514 to the extent application of such
amendment would be contrary to any treaty obligation
of the United States in effect on Oct. 22, 1986, see sec-
tion 1012(aa)(3), (4) of Pub. L. 100-647, set out as a note
under section 861 of this title.



§7872

PLAN AMENDMENTS NOT REQUIRED UNTIL
JANUARY 1, 1989

For provisions directing that if any amendments
made by subtitle A or subtitle C of title XI [§§1101-1147
and 1171-1177] or title XVIII [§§1800-1899A] of Pub. L.
99-514 require an amendment to any plan, such plan
amendment shall not be required to be made before the
first plan year beginning on or after Jan. 1, 1989, see
section 1140 of Pub. L. 99-514, as amended, set out as a
note under section 401 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 164, 170, 401,
2065, 2106, 2522, 4227, 4484, 6420, 6421, 6427, 7701 of this
title; title 25 section 566.

§7872. Treatment of loans with below-market in-
terest rates

(a) Treatment of gift loans and demand loans
(1) In general

For purposes of this title, in the case of any
below-market loan to which this section ap-
plies and which is a gift loan or a demand
loan, the forgone interest shall be treated as—

(A) transferred from the lender to the bor-
rower, and
(B) retransferred by the borrower to the
lender as interest.
(2) Time when transfers made

Except as otherwise provided in regulations
prescribed by the Secretary, any forgone in-
terest attributable to periods during any cal-
endar year shall be treated as transferred (and
retransferred) under paragraph (1) on the last
day of such calendar year.

(b) Treatment of other below-market loans
(1) In general

For purposes of this title, in the case of any
below-market loan to which this section ap-
plies and to which subsection (a)(1) does not
apply, the lender shall be treated as having
transferred on the date the loan was made (or,
if later, on the first day on which this section
applies to such loan), and the borrower shall
be treated as having received on such date,
cash in an amount equal to the excess of—

(A) the amount loaned, over
(B) the present value of all payments
which are required to be made under the
terms of the loan.
(2) Obligation treated as having original issue
discount

For purposes of this title—

(A) In general

Any below-market loan to which para-
graph (1) applies shall be treated as having
original issue discount in an amount equal

to the excess described in paragraph (1).

(B) Amount in addition to other original

issue discount
Any original issue discount which a loan is
treated as having by reason of subparagraph

(A) shall be in addition to any other original

issue discount on such loan (determined

without regard to subparagraph (A)).

(c) Below-market loans to which section applies
(1) In general

Except as otherwise provided in this sub-
section and subsection (g), this section shall
apply to—
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(A) Gifts

Any below-market loan which is a gift
loan.
(B) Compensation-related loans

Any below-market loan directly or indi-
rectly between—
(i) an employer and an employee, or
(ii) an independent contractor and a per-
son for whom such independent contractor
provides services.
(C) Corporation-shareholder loans

Any below-market loan directly or indi-
rectly between a corporation and any share-
holder of such corporation.

(D) Tax avoidance loans

Any below-market loan 1 of the principal
purposes of the interest arrangements of
which is the avoidance of any Federal tax.
(E) Other below-market loans

To the extent provided in regulations, any
below-market loan which is not described in
subparagraph (A), (B), (C), or (F) if the inter-
est arrangements of such loan have a signifi-
cant effect on any Federal tax liability of
the lender or the borrower.

(F) Loans to qualified continuing care facili-
ties

Any loan to any qualified continuing care
facility pursuant to a continuing care con-
tract.

(2) $10,000 de minimis exception for gift loans
between individuals
(A) In general

In the case of any gift loan directly be-
tween individuals, this section shall not
apply to any day on which the aggregate
outstanding amount of loans between such
individuals does not exceed $10,000.

(B) De minimis exception not to apply to
loans attributable to acquisition of in-
come-producing assets

Subparagraph (A) shall not apply to any
gift loan directly attributable to the pur-
chase or carrying of income-producing as-
sets.

(C) Cross reference

For limitation on amount treated as interest
where loans do not exceed $100,000, see subsection
(d)(1).

(3) $10,000 de minimis exception for compensa-
tion-related and corporate-shareholder
loans

(A) In general

In the case of any loan described in sub-
paragraph (B) or (C) of paragraph (1), this
section shall not apply to any day on which
the aggregate outstanding amount of loans
between the borrower and lender does not
exceed $10,000.

(B) Exception not to apply where 1 of prin-
cipal purposes is tax avoidance

Subparagraph (A) shall not apply to any
loan the interest arrangements of which
have as 1 of their principal purposes the
avoidance of any Federal tax.
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(d) Special rules for gift loans

(1) Limitation on interest accrual for purposes
of income taxes where loans do not exceed
$100,000

(A) In general

For purposes of subtitle A, in the case of a
gift loan directly between individuals, the
amount treated as retransferred by the bor-
rower to the lender as of the close of any
yvear shall not exceed the borrower’s net in-
vestment income for such year.

(B) Limitation not to apply where 1 of prin-
cipal purposes is tax avoidance

Subparagraph (A) shall not apply to any
loan the interest arrangements of which
have as 1 of their principal purposes the
avoidance of any Federal tax.

(C) Special rule where more than 1 gift loan
outstanding

For purposes of subparagraph (A), in any
case in which a borrower has outstanding
more than 1 gift loan, the net investment in-
come of such borrower shall be allocated
among such loans in proportion to the re-
spective amounts which would be treated as
retransferred by the borrower without re-
gard to this paragraph.

(D) Limitation not to apply where aggregate
amount of loans exceed $100,000

This paragraph shall not apply to any loan
made by a lender to a borrower for any day
on which the aggregate outstanding amount
of loans between the borrower and lender ex-
ceeds $100,000.

(E) Net investment income
For purposes of this paragraph—
(1) In general

The term ‘‘net investment income’” has
the meaning given such term by section
163(d)(4).

(ii) De minimis rule

If the net investment income of any bor-
rower for any year does not exceed $1,000,
the net investment income of such bor-
rower for such year shall be treated as
Zero.

(iii) Additional amounts treated as interest

In determining the net investment in-
come of a person for any year, any amount
which would be included in the gross in-
come of such person for such year by rea-
son of section 1272 if such section applied
to all deferred payment obligations shall
be treated as interest received by such per-
son for such year.

(iv) Deferred payment obligations

The term ‘‘deferred payment obligation”
includes any market discount bond, short-
term obligation, United States savings
bond, annuity, or similar obligation.

(2) Special rule for gift tax

In the case of any gift loan which is a term
loan, subsection (b)(1) (and not subsection (a))
shall apply for purposes of chapter 12.
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(e) Definitions of below-market loan and forgone

interest
For purposes of this section—
(1) Below-market loan

The term ‘‘below-market loan’ means any
loan if—

(A) in the case of a demand loan, interest
is payable on the loan at a rate less than the
applicable Federal rate, or

(B) in the case of a term loan, the amount
loaned exceeds the present value of all pay-
ments due under the loan.

(2) Forgone interest

The term ‘‘forgone interest’” means, with re-
spect to any period during which the loan is
outstanding, the excess of—

(A) the amount of interest which would
have been payable on the loan for the period
if interest accrued on the loan at the appli-
cable Federal rate and were payable annu-
ally on the day referred to in subsection
(a)(2), over

(B) any interest payable on the loan prop-
erly allocable to such period.

(f) Other definitions and special rules

For purposes of this section—
(1) Present value

The present value of any payment shall be
determined in the manner provided by regula-
tions prescribed by the Secretary—

(A) as of the date of the loan, and
(B) by using a discount rate equal to the
applicable Federal rate.

(2) Applicable Federal rate
(A) Term loans

In the case of any term loan, the applica-
ble Federal rate shall be the applicable Fed-
eral rate in effect under section 1274(d) (as of
the day on which the loan was made), com-
pounded semiannually.

(B) Demand loans

In the case of a demand loan, the applica-
ble Federal rate shall be the Federal short-
term rate in effect under section 1274(d) for
the period for which the amount of forgone
interest is being determined, compounded
semiannually.

(3) Gift loan

The term ‘‘gift loan” means any below-mar-
ket loan where the foregoing of interest is in
the nature of a gift.

(4) Amount loaned

The term ‘“‘amount loaned” means the
amount received by the borrower.

(5) Demand loan

The term ‘‘demand loan’” means any loan
which is payable in full at any time on the de-
mand of the lender. Such term also includes
(for purposes other than determining the ap-
plicable Federal rate under paragraph (2)) any
loan if the benefits of the interest arrange-
ments of such loan are not transferable and
are conditioned on the future performance of
substantial services by an individual. To the
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extent provided in regulations, such term also
includes any loan with an indefinite maturity.

(6) Term loan

The term ‘‘term loan’ means any loan which
is not a demand loan.

(7) Husband and wife treated as 1 person

A husband and wife shall be treated as 1 per-
son.

(8) Loans to which section 483, 643(i), or 1274
applies
This section shall not apply to any loan to
which section 483, 643(i), or 1274 applies.

(9) No withholding

No amount shall be withheld under chapter
24 with respect to—
(A) any amount treated as transferred or
retransferred under subsection (a), and
(B) any amount treated as received under
subsection (b).

(10) Special rule for term loans

If this section applies to any term loan on
any day, this section shall continue to apply
to such loan notwithstanding paragraphs (2)
and (3) of subsection (c). In the case of a gift
loan, the preceding sentence shall only apply
for purposes of chapter 12.

(11) Time for determining rate applicable to
employee relocation loans

(A) In general

In the case of any term loan made by an
employer to an employee the proceeds of
which are used by the employee to purchase
a principal residence (within the meaning of
section 121), the determination of the appli-
cable Federal rate shall be made as of the
date the written contract to purchase such
residence was entered into.

(B) Paragraph only to apply to cases to
which section 217 applies

Subparagraph (A) shall only apply to the
purchase of a principal residence in connec-
tion with the commencement of work by an
employee or a change in the principal place
of work of an employee to which section 217
applies.

(g) Exception for certain loans to qualified con-
tinuing care facilities

(1) In general

This section shall not apply for any calendar
year to any below-market loan made by a
lender to a qualified continuing care facility
pursuant to a continuing care contract if the
lender (or the lender’s spouse) attains age 65
before the close of such year.

(2) $90,000 limit

Paragraph (1) shall apply only to the extent
that the aggregate outstanding amount of any
loan to which such paragraph applies (deter-
mined without regard to this paragraph), when
added to the aggregate outstanding amount of
all other previous loans between the lender (or
the lender’s spouse) and any qualified continu-
ing care facility to which paragraph (1) ap-
plies, does not exceed $90,000.
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(3) Continuing care contract

For purposes of this section, the term ‘‘con-
tinuing care contract’” means a written con-
tract between an individual and a qualified
continuing care facility under which—

(A) the individual or individual’s spouse
may use a qualified continuing care facility
for their life or lives,

(B) the individual or individual’s spouse—

(1) will first—

(I) reside in a separate, independent
living unit with additional facilities out-
side such unit for the providing of meals
and other personal care, and

(IT) not require long-term nursing care,
and

(ii) then will be provided long-term and
skilled nursing care as the health of such
individual or individual’s spouse requires,
and

(C) no additional substantial payment is
required if such individual or individual’s
spouse requires increased personal care serv-
ices or long-term and skilled nursing care.

(4) Qualified continuing care facility
(A) In general

For purposes of this section, the term
‘“‘qualified continuing care facility’’ means 1
or more facilities—

(i) which are designed to provide services
under continuing care contracts, and

(ii) substantially all of the residents of
which are covered by continuing care con-
tracts.

(B) Substantially all facilities must be owned
or operated by borrower

A facility shall not be treated as a quali-
fied continuing care facility unless substan-
tially all facilities which are used to provide
services which are required to be provided
under a continuing care contract are owned
or operated by the borrower.

(C) Nursing homes excluded

The term ‘‘qualified continuing care facil-
ity”’ shall not include any facility which is
of a type which is traditionally considered a
nursing home.

(5) Adjustment of limit for inflation
(A) In general

In the case of any loan made during any
calendar year after 1986 to which paragraph
(1) applies, the dollar amount in paragraph
(2) shall be increased by the inflation adjust-
ment for such calendar year. Any increase
under the preceding sentence shall be round-
ed to the nearest multiple of $100 (or, if such
increase is a multiple of $50, such increase
shall be increased to the nearest multiple of
$100).

(B) Inflation adjustment

For purposes of subparagraph (A), the in-
flation adjustment for any calendar year is
the percentage (if any) by which—

(i) the CPI for the preceding calendar
year exceeds
(ii) the CPI for calendar year 1985.
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For purposes of the preceding sentence, the
CPI for any calendar year is the average of
the Consumer Price Index as of the close of
the 12-month period ending on September 30
of such calendar year.

(h) Regulations
(1) In general

The Secretary shall prescribe such regula-
tions as may be necessary or appropriate to
carry out the purposes of this section, includ-
ing—

(A) regulations providing that where, by
reason of varying rates of interest, condi-
tional interest payments, waivers of inter-
est, disposition of the lender’s or borrower’s
interest in the loan, or other circumstances,
the provisions of this section do not carry
out the purposes of this section, adjustments
to the provisions of this section will be made
to the extent necessary to carry out the pur-
poses of this section,

(B) regulations for the purpose of assuring
that the positions of the borrower and lender
are consistent as to the application (or non-
application) of this section, and

(C) regulations exempting from the appli-
cation of this section any class of trans-
actions the interest arrangements of which
have no significant effect on any Federal tax
liability of the lender or the borrower.

(2) Estate tax coordination

Under regulations prescribed by the Sec-
retary, any loan which is made with donative
intent and which is a term loan shall be taken
into account for purposes of chapter 11 in a
manner consistent with the provisions of sub-
section (b).

(Added Pub. L. 98-369, div. A, title I, §172(a),
July 18, 1984, 98 Stat. 699; amended Pub. L.
99-121, title II, §§201, 202, Oct. 11, 1985, 99 Stat.
511-513; Pub. L. 99-514, title V, §511(d)(1), title
XVIII, §§1812(b)(2)-(4), 1854(c)(2)(B), Oct. 22, 1986,
100 Stat. 2248, 2834, 2879; Pub. L. 100-647, title I,
§§1005(c)(15), 1018(u)(48), Nov. 10, 1988, 102 Stat.
3393, 3593; Pub. L. 104-188, title I, §§1602(b)(7),
1704(t)(58), 1906(c)(2), Aug. 20, 1996, 110 Stat. 1834,
1890, 1916; Pub. L. 105-34, title III, §312(d)(1), Aug.
5, 1997, 111 Stat. 839; Pub. L. 105-206, title VI,
§6023(30), July 22, 1998, 112 Stat. 826.)

AMENDMENTS

1998—Subsec. (£)(2)(B). Pub. L. 105-206 substituted
“forgone’’ for ‘‘foregone’’.

1997—Subsec. ()(11)(A). Pub. L. 105-34 substituted
“‘section 121" for ‘‘section 1034’".

1996—Subsec. (@), (2). Pub. L. 104-188,
§1704(t)(58)(A), substituted ‘‘forgone’’ for ‘‘foregone’’.

Subsec. (e). Pub. L. 104-188, §1704(t)(68)(B), sub-
stituted ‘‘forgone’’ for ‘‘foregone’’ in heading.

Subsec. (e)(2). Pub. L. 104-188, §1704(t)(58), substituted
“Forgone’’ for ‘‘Foregone” in heading and ‘‘forgone”
for ‘‘foregone’’ in introductory provisions of text.

Subsec. (f)(8). Pub. L. 104-188, §1906(c)(2), inserted
““, 643(i),” before ‘‘or 1274’ in heading and text.

Subsec. (£)(12). Pub. L. 104-188, §1602(b)(7), struck out
par. (12) which read as follows: ‘‘SPECIAL RULE FOR CER-
TAIN EMPLOYER SECURITY LOANS.—This section shall not
apply to any loan between a corporation (or any mem-
ber of the controlled group of corporations which in-
cludes such corporation) and an employee stock owner-
ship plan described in section 4975(e)(7) to the extent
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that the interest rate on such loan is equal to the inter-
est rate paid on a related securities acquisition loan (as
described in section 133(b)) to such corporation.”

1988—Subsec. (A)(1)(E)(i). Pub. L. 100-647, §1005(c)(15),
directed substitution of ‘‘section 163(d)(4)’ for ‘‘section
163(d)(3)”’, which substitution had been previously made
by Pub. L. 99-514, §511(d)(1).

Subsec. (£)(11), (12). Pub. L. 100-647, §1018(u)(48), redes-
ignated former par. (11), Pub. L. 99-514, relating to spe-
cial rule for certain employer security loans, as (12).

1986—Subsec. (D)(1)(E)(H). Pub. L. 99-514, §511(d)(1),
substituted ‘“‘section 163(d)(4)” for ‘‘section 163(d)(3)".

Subsec. ()(2)(B). Pub. L. 99-514, §1812(b)(4), inserted
‘¢, compounded semiannually’’ before the period at end.

Subsec. (f)(5). Pub. L. 99-514, §1812(b)(3), amended par.
(5) generally. Prior to amendment, par. (56) read as fol-
lows: “The term ‘demand loan’ means any loan which
is payable in full at any time on the demand of the
lender. Such term also includes (for purposes other
than determining the applicable Federal rate under
paragraph (2)) any loan which is not transferable and
the benefits of the interest arrangements of which is
conditioned on the future performance of substantial
services by an individual.”

Subsec. (£)(9). Pub. L. 99-514, §1812(b)(2), amended par.
(9) generally, inserting the subpar. (A) designation and
adding subpar. (B).

Subsec. (f)(11). Pub. L. 99-514, §1854(c)(2)(B), added
par. (11) relating to special rule for certain employer
security loans.

1985—Subsec. (c)(1). Pub. L. 99-121, §201(c)(1), inserted
‘“‘and subsection (g)” after ‘‘this subsection’ in provi-
sions preceding subpar. (A).

Subsec. (¢)(1)(E). Pub. L. 99-121, §201(c)(2), substituted
“(C), or (F)” for “‘or (C)”.

Subsec. (¢)(1)(F). Pub. L. 99-121, §201(b), added subpar.
().
Subsec. (f)(11). Pub. L. 99-121, §202, added par. (11) re-
lating to time for determining rate applicable to em-
ployee relocation loans.

Subsecs. (g), (h). Pub. L. 99-121, §201(a), added subsec.
(g2) and redesignated former subsec. (g) as (h).

EFFECTIVE DATE OF 1997 AMENDMENT

Amendment by Pub. L. 105-34 applicable to sales and
exchanges after May 6, 1997, with certain exceptions,
see section 312(d) of Pub. L. 105-34, set out as a note
under section 121 of this title.

EFFECTIVE DATE OF 1996 AMENDMENT

Amendment by section 1602(b)(7) of Pub. L. 104-188 ap-
plicable to loans made after Aug. 20, 1996, with excep-
tion and provisions relating to certain refinancings, see
section 1602(c) of Pub. L. 104-188, set out as an Effective
Date of Repeal note under former section 133 of this
title.

Amendment by section 1906(c)(2) of Pub. L. 104-188 ap-
plicable to loans of cash or marketable securities made
after Sept. 19, 1995, see section 1906(d)(3) of Pub. L.
104-188, set out as a note under section 643 of this title.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100-647 effective, except as
otherwise provided, as if included in the provision of
the Tax Reform Act of 1986, Pub. L. 99-514, to which
such amendment relates, see section 1019(a) of Pub. L.
100-647, set out as a note under section 1 of this title.

EFFECTIVE DATE OF 1986 AMENDMENT

Amendment by section 511(d)(1) of Pub. L. 99-514 ap-
plicable to taxable years beginning after Dec. 31, 1986,
see section 511(e) of Pub. L. 99-514, set out as a note
under section 163 of this title.

Amendment by sections 1812(b)(2)—(4) and 1854(c)(2)(B)
of Pub. L. 99-514 effective, except as otherwise provided,
as if included in the provisions of the Tax Reform Act
of 1984, Pub. L. 98-369, div. A, to which such amendment
relates, see section 1881 of Pub. L. 99-514, set out as a
note under section 48 of this title.



